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Summary 
This thesis examines how strategic behaviors mediate strategic orientation - firm 
performance relationships in rapidly growing small-to-medium enterprises (SMEs). It is 
proposed that strategic orientation comprises three interdependent factors: competitor 
(Narver & Slater, 1990), learning (Sinkula, Baker, & Noordewier, 1997), and 
technological orientations (Gatignon & Xuereb, 1997), enhancing strategic behaviors 
(Venkatraman, 1989b) and ultimately firm performance.  
 
According to the resource-based view, factors of strategic orientation combine (Grinstein, 
2008) to provide valuable, rare, and difficult to imitate resources (Barney, 1991), 
providing sources of competitive advantage. Extending studies (Morgan & Strong, 1998, 
2003; Santos-Vijande, Sanzo-Perez, Alvarez-Gonzalez, & Casielles, 2005), contingency 
theory (Lawrence & Lorsch, 1967) and the source – positional advantage – firm 
performance framework (Day & Wensley, 1988) provide boundary conditions within 
which to examine hypothesized relationships (Figure 1).  
 
The present thesis was undertaken for four key reasons. First, relatively little is known 
about how organizational, environmental, and strategic factors combine in a 
comprehensive model of firm performance (Deshpande & Farley, 2004), particularly in 
the context of SMEs (Tzokas, Carter, & Kyriazopoulos, 2001). Second, there is a dearth 
of studies focusing on strategy (Hoy, McDougall, & Dsouza, 1992) and marketing (Tan 
& Smyrnios, 2006) in fast growth firms. Third, influences of strategic orientation 
constructs on strategic behaviors have been largely overlooked (Menguc, Auh, & Shih, 
2007). Finally, examination and testing of competitive environment moderators on links 
between strategic orientation, strategic behavior, and firm performance (Vazquez, Santos, 
& Alvarez, 2001) are relatively unexplored. 
 
The present thesis incorporates two independent studies. Utilizing a quantitative approach 
Studies 1 (n = 117) and 2 (n = 109) involve cross-sectional designs, testing an 
hypothesized model at two successive time periods, 12 months apart. It appears that no 
 xiv 
studies have investigated these constructs concurrently, over time, within the context of 
fast growth firms. 
 
  
STUDY 1 
Principal research questions addressed in Study 1 are: To what extent do sources of 
advantage (strategic orientations) contribute to positional advantage (strategic behavior)?  
To what extent does positional advantage contribute to firm performance? To what extent 
does environmental turbulence moderate the strength of hypothesized relationships 
between strategic orientation, strategic behavior, and firm performance?  
 
Method 
Participants. Participants are applicants in the 2005 Business Review Weekly (BRW) 
Fast 100. The Fast 100, a compilation of Australia’s fastest growing private and public 
SMEs, is similar to Fortune’s FSB 100, America’s fastest growing small companies. For 
the present study, fast growth is defined as average turnover growth of at least 20% over 
three successive financial periods, assessed independently, immediately prior to this 
H4 (+) 
H1 (+) 
Strategic Orientation 
 
 
 
 
Strategic Behavior 
 
• Aggressiveness 
• Analysis 
• Defensiveness 
• Futurity 
• Proactiveness 
• Riskiness 
Firm Performance 
 
 
 
 
Environmental Moderators 
 
• Competitive Intensity 
• Market Turbulence 
• Technological Turbulence 
New Product Success 
 
Financial Performance 
 
Market Performance 
 
Learning Orientation 
 
Competitor Orientation 
 
Technological Orientation 
 
  Source                            Positional  Advantage                                 Performance 
H2 (+) 
H3 (+) 
H5 H6, 7 
Note.   denotes unhypothesized relationship. 
Figure 1. Proposed conceptual framework 
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research. The 2005 Fast 100 represents 16 industry categories, achieving turnover growth 
rates ranging from 22% to 760%. Average age of firms is 7 years and founders 
establishing these enterprises principally believe that they have identified a niche within 
which they can dominate. 
 
Instrument. The Fast 100 questionnaire incorporates validated and reliable scales of 
competitive orientation (Narver & Slater, 1990), learning orientation (Sinkula et al., 
1997), technological orientation (Gatignon & Xuereb, 1997), strategic behavior 
(Venkatraman, 1989b), firm performance (Baker & Sinkula, 1999b; Pelham & Wilson, 
1996), environmental turbulence moderators (Jaworski & Kohli, 1993), control variables 
(Narver & Slater, 1990), and measures of social desirability (Reynolds, 1982). 
 
Procedure. CEOs/founders self selected, having responded to a series of national 
advertisements to participate. Questionnaires were emailed to 206 applicants, 117 usable 
responses were returned, representing a response rate of 59.4%. 
 
Statistical Procedure. An iterative procedure was utilized, consisting of three principal 
stages: data screening, confirmatory factor analysis, and path analysis, using SPSS 16.0 
and AMOS 16.0. Owing to a relatively small sample size, data reduction techniques 
(Jöreskog & Sörbom, 1989b; Munck, 1979) were employed in order to reduce the 
number variables and to increase the statistical power of relationships. Effects of 
environmental turbulence moderators and tests for common methods bias, including 
social desirability, were examined.  
 
Results 
Findings reveal that firms emphasizing competitor, learning, and technological 
orientations offer fast growth enterprises a means of sustainable competitive advantage. 
Fast growth SMEs generally leverage their strategic orientations to strengthen strategic 
postures (i.e., aggressiveness, analysis, proactiveness, riskiness), however, in an 
unexpected outcome, holding a competitive focus reduces the need for firms to take risks. 
Proactiveness contributes significantly to firm performance. However, nonsignificant 
 xvi 
influences of aggressiveness, analysis, and riskiness confirm that positional advantage 
does not necessarily lead to enhanced firm performance. Defensiveness and futurity are 
nonsignificant contributors to the model. Overall; the final model fits the data well: χ2 
(16, N =117) = 1.50, GFI = 0.96, CFI = 0.97, IFI = 0.97, RMSEA = 0.066. 
 
Tests for moderation indicate that high and low levels of environmental turbulence 
significantly effect four hypothesized associations between strategic orientation, strategic 
behavior, and firm performance. This finding suggests that under turbulent conditions 
fast growth firms leverage certain strategic orientations and behaviors in order to achieve 
adaptive strategic fit (Garg, Walters, & Priem, 2003). All other results do not support 
hypothesized moderating effects, suggesting linkages are robust (Jaworski & Kohli, 
1993) across contexts characterized by varying levels of market turbulence, competitive 
intensity, and technological turbulence.  
 
STUDY 2 
In a replication of Study 1, Study 2 addresses the question; does the proposed model hold 
over time in the context of changed economic environments?  
 
Method 
Participants are the 2006 BRW Fast 100 firms. Building upon Study 1, procedural 
differences (i.e., utilization of a web-hosted questionnaire) were undertaken to eliminate a 
source of common methods bias (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003). Two 
hundred and four enterprises registered, with a return of 109 usable responses, 
representing an overall response rate of 53.4%. Notably, 35 companies participated in 
both Studies 1 and 2. 
 
Results 
In line with Study 1, findings reveal that strategic orientations combine to strengthen 
strategic postures (analysis, proactiveness). However, aggressiveness, defensiveness, 
futurity, and riskiness are nonsignificant contributors to the model. This strategic 
realignment can be attributed to changes in external conditions, and the desire for fast 
 xvii 
growth firms to achieve constant fit with competitive environments. Proactiveness and 
analysis significantly influence firm performance. Fit indices indicate that the model first 
tested in Study 1, fits the data well: χ2 (10, N = 109) = 1.22, GFI = 0.97, CFI = 0.99, IFI = 
0.99, RMSEA = 0.045. 
 
Tests for moderation indicate that high levels of competitive intensity strengthen 
associations between analysis and market performance, providing further evidence of fast 
growth firms leveraging strategic behaviors to ensure strategic fit.  In line with Gao et al. 
(2007), high levels of technological turbulence strengthen negative relationships between 
technological orientation and market performance.  
 
CONCLUSIONS 
Findings emanating from Studies 1 and 2 reveal that fast growth firms sustain 
competitive advantage through the adoption of specific processes. While strategic 
orientations (i.e., competitor, learning, technological) provide sources of competitive 
advantage (Day & Wensley, 1988), proactiveness is a key mediator between strategic 
orientation and firm performance (Santos-Vijande et al., 2005). Testing of an 
hypothesized model in Studies 1 and 2 identified the prominence of different 
relationships between strategic orientation and strategic behavior, suggesting that fast 
growth enterprises demonstrate a capacity to realign with changing environments as 
evidenced by flexible, adaptive, and proactive posturing. Finally, fast growth firms value 
learning, intensifying knowledge acquisition and dissemination activities when 
environmental turbulence is high. Implications for theory suggest that a contingency-
based model for competitive advantage of fast growth firms should be dynamic, and 
comprise specific elements of intangible resources (strategic orientations), positional 
advantage (strategic behaviors), and firm performance. 
 1 
Chapter 1 
Introduction 
 
The pace of global competition and technological change has 
managers struggling to keep up (Collis & Montgomery, 1995, p.118). 
 
Overview 
Chapter 1 overviews the present thesis, providing a description of the purpose and 
background and discussion of the rationale underpinning this dissertation. Research 
objectives are outlined, along with the methods employed for Studies 1 and 2. This 
chapter ends with a summary of chapters.  
 
Purpose 
The purpose of this thesis is to investigate the ways in which fast growth firms gain 
competitive advantage in the face of challenges associated with environmental 
turbulence. Businesses, regardless of geographic origin or industry, are confronted with 
competitive environments characterized by globalization, severe competition, improved 
communication flows and access to knowledge, and the rapid evolution of technology. 
Flying in the face of these developments, rapidly growing small-to-medium enterprises 
(SMEs) operate in all industry sectors (Buss, 2002, p.18) and in emerging markets (Hoy 
et al., 1992; Littunen & Tohmo, 2003; Siegel, Siegel, & MacMillan, 1993), commonly 
characterized by change (Eisenhardt & Schoonhoven, 1990) and uncertainty (Porter, 
1980).  
 
Fast growth firms are inherently entrepreneurial (Upton, Teal, & Felan, 2001), rare 
(Orser, Hogarth-Scott, & Riding, 2000), and contribute heavily to economic and 
employment growth (Storey, 1994). Such enterprises are willing to take risks, to be 
innovative, and to initiate aggressive competitive actions (Ireland & Hitt, 1997). Despite 
a groundswell of interest in fast growth firms, it appears that studies are yet to adapt a 
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contingency-based model of competitive advantage to this cohort. According to Buss 
(2002), most researchers study fast growth firms from an entrepreneurship, small-
business development, survival-or-failure, or venture capital perspective (p.18). The 
present research incorporates two concurrent studies, conducted 12 months apart, 
designed to investigate strategic orientations (competitor, learning, technological), as 
sources of competitive advantage, and their subsequent influence on strategic behaviors, 
and firm performance. Relationships between salient internal organizational 
characteristics are developed and tested, over time, in an hypothesized model. Taking a 
contingency approach, effects of competitive environments, represented by varying levels 
of market turbulence, competitive intensity, and technological turbulence are examined.   
 
Background  
Strategic orientation literature has steadily evolved since the introduction of market 
orientation in the early 1990s (Kohli & Jaworski, 1990; Narver & Slater, 1990). 
Researchers (Grinstein, 2008; Noble, Sinha, & Kumar, 2002) encourage the further 
exploration of various combinations of strategic orientations that firms can pursue, in 
different situations, in order to achieve superior performance.  Thus, the present thesis 
aims to investigate competitor (Kohli & Jaworski, 1993; Narver & Slater, 1990), learning 
(Sinkula, 1994; Slater & Narver, 1995), and technological orientation (Gatignon & 
Xuereb, 1997), as three factors of strategic orientation which, according to the resource 
based view (Wernerfelt, 1984), synergistically combine to create a unique source of 
competitive advantage (Day, 1994), that is rare, valuable, and inimitable (Barney, 1991).  
 
Strategy plays an important role in SME success (Borch, Huse, & Senneseth, 1999), 
however in the pursuit of high performance, strategies must be driven by a combination 
of unique, firm-specific resources (Ekeledo & Sivakumar, 2004). In line with literature 
(Santos-Vijande et al., 2005), it is taken that relations between strategic orientations and 
performance are mediated by strategic behaviors (also commonly referred to as 
competitive strategies). According to Varadarajan and Yadav (2002), strategy is primarily 
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concerned with the deployment of available resources to achieve defensible competitive 
positional advantages in the marketplace.  
 
Twenty years ago, Day and Wensley (1988) proposed the source - positional advantage - 
performance (SPP) framework, used by management in the assessment of competitive 
advantage based upon competitor-centered judgments of the value chain. The SPP 
paradigm distinguishes the sources of advantages from their consequences of relative 
competitive position and performance superiority (Day & Wensley, 1988, p.2), becoming 
a benchmark for studies in entrepreneurship (Tan, 2007), marketing (Hunt & Morgan, 
1996), and strategic management (Hult & Ketchen, 2001). There does not seem to be a 
widely accepted definition of competitive advantage in practice or literature (Day & 
Wensley, 1988), but common ground is encapsulated in this construct in the drive for 
superior customer value through lower costs and/or differentiation (Porter, 1980). As a 
result, studies have utilized a variety of proxy measures of positional advantage, such as 
marketing capabilities (Tan, 2007) and entrepreneurship (Hult & Ketchen, 2001), as 
determinants of superior customer value.  
 
According to recent research (Hult & Ketchen, 2001; Nasution & Mavondo, 2008), a 
synergistic combination of firm capabilities (i.e., strategic orientations, strategic 
behaviors) provide positions of advantage through customer value. Building upon this 
position, the present thesis maintains that strategic orientations provide sources of 
advantage (Tan, 2007), while strategic behaviors provide positions of advantage. Thus, 
this thesis seeks CEOs’ / founders’ subjective views of strategic behavior, relative to their 
competitors, as measures of positional advantages. 
 
Considered to complement the pursuit of competitive advantage (Fredericks, 2005), 
contingency-based theory (Lawrence & Lorsch, 1967) provides a boundary condition for 
the development of an hypothesized model. Contingency theory holds that, for 
organizations to be effective, there must be an appropriate fit between organization, 
strategy, and context (Fincham & Rhodes, 2005). Adapting to environmental conditions 
is a dynamic process as strategic choices or external changes can shift the position of 
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enterprises (Hrebiniak & Joyce, 1985). According to Miles and Snow (1984), 
organizations operating in competitive environments must achieve minimal fit in order to 
survive, highlighting the importance of investigating fast growth firms under varying 
environmental conditions. Therefore, in keeping with Donaldson (2001), contingent 
effects are examined through the moderating influence of environmental turbulence on 
hypothesized relationships. The following section discusses the rationale underlying the 
present research.  
 
Rationale 
There are six principal reasons for investigating relationships between strategic 
orientations, strategic behaviors, and firm performance of fast growth firms within the 
context of a contingency-based model. 
 
First, it is generally held that no single orientation can lead to superior performance (Gao, 
Zhou, & Yim, 2007; Noble et al., 2002; Voss & Voss, 2000) or advantage (Hult & 
Ketchen, 2001). As a consequence, extant literature (Grinstein, 2008) calls for 
investigators to explore various combinations of strategic orientations firms can adopt 
under different contexts and their related outcomes. In line with this recommendation, the 
present thesis incorporates three factors (competitor, learning, & technological 
orientations) as measures of strategic orientation.  
 
Competitor orientation, as a distinct element of market orientation, leads to competitive 
advantage (Zhou, Brown, Dev, & Agarwal, 2007). Employed in studies (e.g., Armstrong 
& Collopy, 1996) as an individual construct, competitor orientation holds important 
implications for research, particularly as firms are becoming predisposed with building 
cultures of competitiveness in more challenging business environments (Hult & Ketchen, 
2001; Hult, Ketchen, & Nichols, 2002; Hult, Snow, & Kandemir, 2003). Examining 
competitive orientation represents a new line within SME research, typically advocating 
(Tan, 2007) a customer-oriented focus in order to gain advantage.  
 
 5 
Although researchers (Morgan & Strong, 1998; Santos-Vijande et al., 2005) have 
examined the influence of market orientation on strategic behaviors, Baker and Sinkula 
(1999a) concluded that administered alone, market-oriented processes are not sufficient 
for maintaining advantage. Investigators (Baker & Sinkula, 1999a; Tan, 2007) emphasize 
that learning must also be considered when modeling competitive advantage. In line with 
this view, Gao et al. (2007) recently supported the need for furthering strategic 
orientation research by including learning orientation, a concept not adequately 
considered in extant SME research (Spicer & Sadler-Smith, 2006). Similarly, technology 
provides an important source of competitive advantage in fast growth firms (Todd & 
Taylor, 1993). However, despite recognition of its importance, O’Gorman (2001) noted 
that most models fail to take into account the role of technology in SMEs. This 
multidimensional view of strategic orientation is guided by research (Morgan, 1999), 
suggesting that high growth markets and technology-led segments have shifted firms 
toward emphasizing greater levels of competitiveness.  
 
Second, Hoy et al. (1992) contended that research is limited regarding the unique 
strategies employed by fast growth companies. Strategy research is dominated by an 
assessment of distinct typologies, most notable are classificatory approaches developed 
by Miles and Snow (1978), and Porter (1980). Such approaches, however, tend to ignore 
differences that might exist within groups (Speed, 1993), and are considered 
inappropriate when investigating SMEs (Rugman & Verbeke, 1987). Comparative 
approaches, such as Venkatraman’s (1989b) strategic dimensions, measure differences 
along a set of characteristics that collectively describe the strategy construct. These 
dimensions are not mutually exclusive, providing variations across strategy descriptions 
in a fine-grained manner by observing differences along each underlying dimension. 
Such multifaceted approaches are said to be conducive to contingency-based studies 
(Lukas, Tan, & Hult, 2001). Following the lead of Morgan and Strong (1998; 2003), and 
Santos-Vijande et al. (2005), Venkatraman’s (1989b) dimensions of strategic behavior 
are examined, mediating links between strategic orientation and firm performance in a 
contingency-based model of competitive advantage.  
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Third, marketing and strategic management research on firm performance usually occurs 
in the framework of a single industry (De Carolis, 2003; Worren, Moore, & Cardona, 
2002), with an emphasis on manufacturing firms (Isobe, Makino, & Montgomery, 2008), 
reducing generalizability of results (Leaptrott, 2006). By way of contrast, the present 
thesis examines firm performance across industries but, within the context of fast growth 
firms. 
 
Fourth, manifestation of competitive advantages in fast growth firms is vastly under 
researched. Tan (2007) recently highlighted the dearth of empirical research utilizing the 
SPP framework. Investigations on competitive advantage focus predominantly on large 
organizations (Auh & Menguc, 2006), employing the RBV framework (Morgan, Vorhies, 
& Schlegelmilch, 2006) and dynamic capability view of firms (Zott, 2003). A key 
criticism of the RBV concerns a lack of attention on the interaction between firm 
resources and competitive environments (Barney, 2001; Chmielewski & Paladino, 2007) 
to complement its internal focus (Miller & Shamsie, 1995). 
 
Fifth, both the environment and strategies must be considered when investigating growth 
firms (Hoy et al., 1992, p.345). Taking this view, researchers (Morgan & Strong, 1998; 
Vazquez et al., 2001) have appealed to investigators to examine the moderating affects of 
competitive environments on strategic orientation - strategic behavior - firm performance 
linkages. Covin and Covin (1990) called for examination of factors in small firms’ 
external environments that might moderate the effectiveness of strategic dimensions. 
Brüderl and Preisendörfer (2000) highlighted the importance of fit between environments 
and strategies in fast growth companies, citing their interaction effects as an important 
area for future research.  
 
Finally, literature (Tzokas et al., 2001) highlights a need for studies to investigate the 
competencies, orientations, and performance of SMEs. Deshpande and Farley (2004) 
stated that relatively little is known about how environmental, strategic, and 
organizational factors combine across categories in a comprehensive model of firm 
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performance. Recently proposed contingency-based models (e.g., Moreno & Casillas, 
2008; Pett & Wolff, 2007) have helped to advance SME research.  
 
Having said that, the present thesis offers a unique contribution through the application of 
competitive advantage theory; operationalization of key constructs (variables) including 
strategic orientation (i.e., competitor, learning, technological orientations), strategic 
behavior (Venkatraman, 1989b), and environmental turbulence (market & technological 
turbulence, competitive intensity); adoption of a multidimensional approach to the 
measurement of firm performance (new product success, market & financial 
performance); and utilization of structural equation modeling techniques in order to test 
an hypothesized model grounded in contingency theory and derived from seminal 
research in the area.  
 
The following section describes the specific objectives underpinning this research. Four 
research questions are introduced, along with the methodologies utilized in Studies 1 and 
2.  
 
Research Objectives 
The primary objective of this thesis is to develop and test a contingency-based model of 
competitive advantage for fast growth SMEs through integrating conceptualizations from 
three streams of literature: entrepreneurship (firm growth), marketing (strategic 
orientation), and strategic management (strategic behavior, competitive advantage).  
 
This thesis involves two concurrent investigations, conducted 12 months apart, 
incorporating quantitative methodologies. Study 1 aims to develop and test an 
hypothesized model through a cross-sectional study design, applied to a rapid growth 
context. In a replication of Study 1, Study 2 seeks to determine the extent to which the 
proposed model fits, over time, assessing the proposed model in the context of changed 
economic environments.  
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Principal research questions addressed in Study 1 are: 
 
RQ1: To what extent do sources of advantage (strategic orientations) contribute to 
positional advantage (strategic behavior)?  
RQ2: To what extent does positional advantage contribute to firm performance?  
RQ3: To what extent does environmental turbulence moderate the strength of 
hypothesized relationships between strategic orientation, strategic behavior, 
and firm performance? 
 
Study 2 addresses the question: 
 
RQ4: Does the proposed model hold over time in the context of changed economic 
environments? 
 
Thesis Structure 
This section provides an overview of the thesis structure, comprising five chapters. 
Chapter 2 involves an extensive analysis and synthesis of extant literature central to this 
research topic. Fast growth literature is reviewed and gaps highlighted. Theoretical 
conceptualizations are discussed in relation to contingency theory, strategic fit, the 
resource-based view, and competitive advantage. An analysis of strategic orientations 
(competitor, learning, technological) as sources of competitive advantage is provided, in 
association with a discussion of variables comprising an hypothesized model involving 
strategic behavior and firm performance. Relevant hypotheses are proposed. 
Investigations examining the influence of environmental turbulence (competitive 
intensity, market turbulence, technological turbulence) as moderating variables are 
examined.  
 
Chapter 3 details Study 1. A description of the research design, paradigms employed, and 
justification for the choice of these methods is provided. Study 1 participants, measures 
utilized in order to assess study constructs, and data collection procedures are introduced. 
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Description of statistical procedures, and reliability and validity of measures is provided. 
Data screening processes, results arising from confirmatory factor analyses (CFA) of 
latent variables, model development techniques, and tests of hypothesized relationships 
using structural equation modeling (SEM) techniques are presented. This chapter 
concludes with a discussion of findings in relation to extant research in the area. Finally, 
Chapter 3 ends with a discussion of study limitations, implications for theory and 
practice, and directions for future research.  
 
Chapter 4 reports Study 2, a replication of Study 1. Chapter 5 concludes this thesis, 
drawing together key aspects of Studies 1 and 2 in relation to the main research 
objectives and related research questions. This chapter identifies unique contributions 
arising from this thesis, concluding with implications for theory and practice, and 
recommendations for future research. 
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Chapter 2 
Literature Review 
 
Overview 
As indicated in Chapter 1, the present thesis represents the integration of three important 
research streams (i.e., entrepreneurship, strategic management, marketing) that have 
largely progressed independently of one another. Specifically, the objective of this 
chapter is to integrate pertinent elements of these streams in order to arrive at an 
understanding of fast growth SME performance.  This thesis investigates ways in which 
emerging fast-growth SMEs attain competitive advantage, focusing on elements of 
strategic orientation (i.e., competitor, learning, technological orientations), and their 
role in enhancing competitive strategies, and ultimately, firm performance.  
 
The present chapter provides an extensive review of extant literature, showing relevance 
and significance of research questions presented in Chapter 1. This discussion begins 
with a review of firm growth, leading into the specificity of fast growth including its 
determinants. Next, an examination of relevant theories: contingency theory, strategic fit, 
resource based view of the firm, and competitive advantage are presented, followed by a 
detailed analysis of strategic orientation, strategic behavior, and firm performance 
literature. Finally, a series of testable research hypotheses are introduced, culminating in 
the presentation of a proposed conceptual framework, tested in Studies 1 and 2. 
 
Small-to-Medium Enterprises 
There is no single definition of a small firm that has been uniformly accepted by extant 
literature (Storey, 1994). Definitions tend to be related to objective measures such as, 
number of employees, sales turnover, and net worth. Small firms and large firms are 
fundamentally different on a number of levels, as Penrose (1959) observed almost half a 
century earlier: as different from each other as a caterpillar is from a butterfly. Smaller 
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firms are seen to be more innovative or entrepreneurial than their larger counterparts 
(Tonge, Larsen, & Ito, 1998). But for some firms, this change from small to large can be 
quite rapid, involving a variety of management skills and resources to manage this 
change affectively. Storey (1994) regarded this as the reason why the theoretical and 
empirical understanding of small firms remains somewhat sketchy (p.121). 
 
Firm Growth 
Organizational growth has attracted considerable attention owing to its overriding  
importance in the business world, although there is no universal agreement on what 
determines this phenomenon (Delmar, Davidsson, & Gartner, 2003). In her seminal work 
on the theory of the growth of the firm, Penrose (1959) postulated that differential growth 
was the result of internal resources and activities, more specifically management 
capabilities and behavior. Offering an alternative view, Eisenhardt and Schoonhoven 
(1990) suggested that organizational growth is caused by a combination of environmental 
and leadership processes. Later, Rumelt (1991) showed that firm growth is more 
enterprise-specific than industry-specific. Management-related growth theories have 
stemmed from two main streams. Internal resource-based (Barney, 1991; Wernerfelt, 
1984) and competency (Hamel & Prahalad, 1994) theories; and external (e.g., strategic 
alliances (Das & Teng, 2000)) conceptualizations. These two perspectives are often 
believed to complement one another (Niosi, 2003). 
 
Firm growth, posited in a series of stages (Churchill & Lewis, 1983; Greiner, 1998), is 
unpredictable as each business contains a number of completely unique aspects (e.g., 
people, products, and/or competitive environment). The idiosyncratic nature of firm 
growth is addressed in evolutionary models stemming in particular from the work of 
Aldrich (1999). Growth is heterogeneous with variations in measurement, processes by 
which it occurs (i.e., organic vs. acquisition), and environments in which firms compete 
(Delmar et al., 2003). Dobbs and Hamilton (2007) viewed growth as the result of 
particular processes operating in and around the business, conceding that small business 
growth is unpredictable as it is a multidimensional phenomenon (Delmar et al., 2003, 
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p.315). Therefore, no single theory can be used to adequately explain small business 
growth (Gibb & Davies, 1990). 
 
Storey (1994) considered the combination of three key components as catalysts for small 
firm growth, sighting that firm growth occurs only in the face of these three ingredients: 
characteristics of the entrepreneurs(s), characteristics of the organization, and types of 
strategy associated with growth. Storey’s (1994) catalysts to small firm growth are 
reflected by a number of authors. Gundry and Welsch (2001) suggested that 
entrepreneurial characteristics are the most important factors determining high growth. 
By way of contrast, Harrison and Taylor (1996) viewed firm strategy as a major 
contributor. Barringer et al. (2005) extended this debate stating that rapid growth is not a 
random or chance event, but is associated with specific firm attributes, behaviors, 
strategies, and decisions (p.665). The next section reviews fast growth firm literature.  
 
Fast Growth Firms  
Fast growth firms represent a small, yet significant, portion of SMEs (Kinsella, Clarke, 
Mulvenna, & Coyne, 1994). Rapid growth is often regarded as an indication of market 
acceptance and firm success (Barringer et al., 2005, p.664). Their ability to grow and 
establish themselves within their chosen markets in a relatively short period of time 
makes fast growth enterprises an interesting target for academic research. Although there 
is still much work to be done in this area (Sexton & Smilor, 1997), an extensive literature 
review found that researchers are paying increasing attention to this cohort, with theories 
beginning to converge. This research attention can be attributed to growing recognition of 
their importance, through generating new jobs (Littunen & Tohmo, 2003), contributing 
heavily to economies (Markman & Gartner, 2002b), in turn making fast growth firms 
particularly attractive to governments and policymakers (Fischer & Reuber, 2003), and 
investors (Kotter & Sathe, 1978).  
 
Despite a ground swell in research efforts, a clear or unambiguous definition of what is 
considered a fast growth firm is yet to emerge. Fast growth is used interchangeably with a 
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range of terms: high-growth (e.g., Delmar et al., 2003; Siegel et al., 1993), super-growth 
(e.g., Tonge et al., 1998), rapid growth (e.g., Lorange, 1996; Shuman & Seeger, 1986), 
and hyper growth (e.g., Markman & Gartner, 2002a; Merriden, 1999). Reference to fast 
animals is also found in literature when describing these companies, most notably tigers 
(e.g., Achi, Doman, Sibony, Sinha, & Witt, 1995) and gazelles (e.g., Birch, 1987; Feindt, 
Jeffcoate, & Chappell, 2002; Moreno & Casillas, 2007) for their ability to sustain high 
speeds for extended periods of time (Lesonsky, 2007). Feindt et al. (2002) even referred 
to fast growth companies as baby gazelles, highlighting that these companies are 
generally quite young. Achi et al. (1995) extended the analogy explaining that these 
tigers are the swiftest and most powerful enterprises in the global marketplace (p.5).  
 
Nevertheless, theorists are generally referring to similar phenomena. That is, companies 
that experience sharp increases in sales turnover (over 20%), and/or employment growth 
(over 80%) over a period of at least 3 years. For example, in terms of sales turnover, 
Nicholls-Nixon (2005) considered firms to be high-growing when they experience an 
annual sales expansion of 20% or more over a four-year period. Whereas, others 
(Barringer & Jones, 2004; Barringer et al., 2005) suggest that rapid growth enterprises are 
those entities that demonstrate compound annual sales growth rates of 80% or higher 
over a period of three years. Alternatively, Fischer et al. (1997) defined fast growth as 
having a minimum average growth in sales of over 20% per annum for a five-year period. 
Moreover, Hoy, MacDougall and D’Souza (1992) contended that increases in 
employment levels were a more appropriate measure of growth, as such data can be 
easily gathered, determined, categorized, and are unaffected by inflammatory 
adjustments. Similarly, Barkham, Hanvey, and Hart’s (1995) definition demands 
employment growth levels of over 100%. However, increasing levels of employment do 
not necessarily imply that firms are financially successful. For the purposes of the present 
thesis, fast growth firms are defined as those companies that demonstrate annual sales 
turnover growth of 20% or above for at least the previous 3 years, immediately prior to 
the commencement of this research.  
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Providing a behavioral definition, researchers (Ireland & Hitt, 1997; Upton et al., 2001) 
view fast growth firms as those that are willing to take risks, to be innovative, and to 
initiate aggressive competitive actions. Interestingly, this definition holds similarities to 
Covin and Slevin’s (1989) view of entrepreneurially oriented firms. But what firm 
characteristics determine fast growth? Niosi (2003) studied the determinants of fast 
growth in biotechnology firms, concluding that a range of internal (i.e., strategy & 
competencies) and external (i.e., alliances & access to capital) factors contribute to rapid 
rise. In their comparative study of 50 fast growth and 50 slow growth firms, Barringer et 
al. (2005) identified four key attributes differentiating these two cohorts: founder 
characteristics (e.g., education, prior experience), firm attributes (e.g., commitment to 
growth), business practices (e.g., providing unique value, customer knowledge), and 
HRM practices. A large portion of extant fast growth literature is dedicated to identifying 
determinants of rapid change, the following overview of which is a discussion of these 
perspectives.  
 
Determinants of Fast Growth 
Firm Age and Size  
According to Smallbone et al. (1995), fast growth can occur regardless of size, sector and 
age characteristics. Providing an alternative view, Brüderl and Preisendörfer (2000) 
stated that young firms tend to show more rapid growth. Similarly, Storey (1996) posited 
that fast growth is more likely to be confined to young, small firms that can develop 
significantly in terms of percentage change across one or more dimensions owing to their 
small size. Young firms are flexible, allowing them to identify and to exploit new growth 
opportunities more readily than their older counterparts (Moreno & Casillas, 2007). They 
emerge with the purpose of taking advantage of a new opportunity, previously 
unexploited, by means of innovative, proactive, and risk-taking behaviors (Shane & 
Venkataraman, 2000), confirming Lumpkin and Dess’ (1996) assumption that there is a 
negative relationship between entrepreneurial orientation and firm age.  
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Economic Conditions and Industry Growth 
 
A rapidly growing firm is likely to operate in a rapidly growing market (Hoy et al., 1992, 
p.350). This view emanates throughout a large portion of extant fast growth literature 
(e.g., Littunen & Tohmo, 2003; Siegel et al., 1993; Todd & Taylor, 1993). The speed at 
which an organization experiences phases of evolution and revolution is closely related 
to the market environment of its industry (Greiner, 1998, p.58). Hanan (1987) also argued 
that firm growth is related to the growth of the market in which a firm competes. 
Moreover, O'Regan et al. (2006) suggested that fast growth is derived from external 
attributes (e.g., environment, strategic positioning), as opposed to internal, resource-
based factors. Notwithstanding, a number of studies (e.g., Acs & Audretsch, 1990) have 
found to the contrary, concluding that there is no supporting evidence to suggest 
relationships between industry growth and small firm growth. As Aaker and Day (1986) 
noted, a growth market is no guarantee of success.  
 
Growth markets however, provide resource opportunities for new firms (Eisenhardt & 
Schoonhoven, 1990), allowing room for new entrants, and opportunities to establish 
themselves in terms of competition, customers, and structure. High levels of competition 
can lower the profitability of fast growth firms (Brüderl & Preisendörfer, 2000). Contrary 
to some suggestions, fast growth cannot be solely attributed to high growth industries 
(Mascarenhas, Kumaraswamy, Day, & Baveja, 2002). Buss (2002) added that it is a 
common misconception that high-growth firms are largely high-tech or technology-based 
companies, the reality being that all industry sectors contribute a share (p.18).
 
 
Hoy et al. (1992) concluded that firms can grow in declining environments or industries.  
Fast growth can also fly-in-the-face of market concentration, dynamics, and type of 
competition (Brüderl & Preisendörfer, 2000). Firms in highly competitive environments 
must choose and implement appropriate strategies in order to be high performers (Covin 
& Slevin, 1997). To achieve lasting success in a growth industry, Lumpkin and Dess 
(2001) suggested that performance is enhanced when firms behave proactively. More 
recently, Moreno and Casillas (2008) found that environmental conditions (highly 
dynamic, not very hostile) aligned with available resources, favor rapid growth. This 
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finding is in line with Thornhill and Amit (1998). These researchers concluded that 
innovation, during times of favorable market conditions (low hostility, dynamic), 
provides solid foundations for growth in young Canadian firms. 
 
According to Greiner (1998), young and small organizations in high growth industries 
(e.g., biotechnology, ITC) seem to experience higher exponential growth compared to 
low growth industries (e.g. manufacturing). However, enterprises that experience high 
growth do not develop continuously, undergo uneven growth trajectories, that is, highs 
and lows, downturns, and recoveries (OECD, 2002). The choice of environment is often a 
key determinant of the growth potential of a business (O’Gorman, 2001, p.64). Having 
said that, Aaker and Day (1986) warned that high growth environments are demanding 
and can result in organizational failure.  
 
Economic conditions as well as fiscal and regulatory influences are commonly 
acknowledged as determinants of small firm creation and success (Covin & Slevin, 
1989). Australia’s efficient economy and sound financial environment is built on a 
strong, reliable prudential regulatory system, and strong linkages to global markets 
(Thangavelu & Ang Beng, 2004), providing robust foundations for fostering small 
business growth and development. In their longitudinal study of high growth British 
firms, Todd and Taylor (1993) recognized the extra skill involved in managing a business 
within an unpredictable economy. Government and policy makers play a pivotal role in 
encouraging and strengthening entrepreneurial culture and providing environments where 
small business can flourish within the context of tax breaks and incentives for the 
accumulation of private wealth (Davidsson & Henrekson, 2002).  
 
Fast growth is not only attributed to the exploitation of niche opportunities in growing 
markets, but a willingness of entrepreneurs to pursue growth and manage that process 
through the introduction of sound management practices (Packham, Brooksbank, Miller, 
& Thomas, 2005). This is discussed in the next section. 
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Management Practices and the Challenges of Fast Growth 
Whether growth is generated organically or through acquisition (Page & Jones, 1990), 
periods of fast growth present management with a series of sizable challenges that can 
diminish enterprises’ abilities to generate profits (Gartner, 1997), consequently affecting 
the internal structures of firms (Fombrun & Wally, 1989). Buckenmyer (1992) identified 
phases of rapid growth as perilous, with noneffective allocation of resources posing the 
biggest threat. For example, an influx of new human resources can cause stress levels of 
all employees to increase, also skill shortages among new recruits can have an adverse 
impact on firms (Terpstra & Olson, 1993). In turn, demands and expectations of 
employees can increase (Kotter & Sathe, 1978), making it difficult to retain quality staff 
(Merriden, 1999). As a firm rapidly grows it becomes increasingly difficult to locate the 
right employees, place them in appropriate positions, and provide adequate supervision 
(Barringer, Jones, & Lewis, 1998, p.99). Importantly, Welbourne (1997) recognized 
valuing employees as a key to success. Tonge, Larsen, and Ito (1998) noted that it is 
difficult for fast-growth firms to attract and to recruit highly eligible employees when 
compared to large firms. Similarly, in their study of 35 fast growth CEOs, Anderson and 
Dunkelberg (1987) recognized that management and employee development are further 
challenges to growth.  
 
Firms experiencing high growth face a number of complexities (i.e., organizational, 
managerial, environmental) as they increase in size (Covin & Slevin, 1997). In addition 
to these managerial constraints, fast growing firms need to build appropriate internal 
structures which in turn place additional capital requirements on the business (Giuca & 
Barrett, 2005, p.5). It is not uncommon for fast growth firms to be concerned with 
additional space, equipment, and mechanisms to train educate, monitor, control, and 
coordinate a new taskforce (Markman & Gartner, 2002b). Securing adequate finance for 
planning and growth can be another added challenge (Todd & Taylor, 1993). Terpstra 
and Olson (1993) found that sales and marketing are the dominant problems 
entrepreneurs face in both the startup and early growth phases. Limited managerial 
capabilities is commonly attributed to business failure during these periods of rapid 
change (Covin & Slevin, 1997; Hillbrand, 2006). But according to Chan et al. (2006), 
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once firms achieve sustainable high growth, the challenges subside. Hambrick and 
Crozier (1985) identified that fast growth firms faced four fundamental challenges: 
instant size (producing gaps in skills and systems), a sense of infallibility (making the 
entrepreneur less likely to be open to change), internal turmoil (created by integrating 
new people quickly and losing any sense of corporate culture), and a need for 
extraordinary resources to meet the demands of fast growth. Suggesting that in order to 
succeed, growing firms must develop capabilities to manage rapid organizational change. 
Barringer and Jones (2004) contended that by adding managerial capacity (Penrose, 
1959), and possessing the motivation for growth, companies build solid foundations that 
aid operations through periods of rapid growth.  
 
Fast growth companies can be blinded by their success (Randall, 2002), emphasizing the 
need for solid strategies and change management skills. Levine (1980) described 
successful entrepreneurs as aggressive doers, unafraid to make decisions or to take risks, 
although conceding that these very qualities that brought success in the beginning, can 
cause disaster later on. What is required for leaders of rapidly growing businesses, 
according to Stumpf (1992), is a dynamic model of the firm that inspires discovery and 
learning in a swiftly changing environment. Fast growth businesses tend to be more 
stable (than their slow growth counterparts), making the right decisions at the right times 
(Feeser & Willard, 1990). In general fast growth firms strive to achieve a balance 
between financial results, long-term performance capabilities, and building and 
enhancing customer relationships (Tonge et al., 1998).  
 
In order to be successful, management must ensure that their small-to-medium businesses 
remain flexible, providing an ability to quickly reconfigure their architecture and 
reallocate resources to focus on emergent opportunities or threats (Kuhn, 1982; Tonge et 
al., 1998). It must be mentioned, that inherent flexibility is a characteristic of a learning 
organization (Slater & Narver, 1995), and is also seen as a major source of competitive 
advantage in SMEs (Gray & Mabey, 2005). When strategic decisions need to be made 
swiftly, smaller, entrepreneurial firms are at advantage as many possess the flexibility to 
imitate competitive actions more rapidly than larger competitors (Chen & Hambrick, 
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1995), and are not handicapped by diseconomies of scale: heavy investments in fixed 
plant, a large head office, or a national network of branches (Harrison & Taylor, 1996, 
p.90). A majority of fast growth companies identify and respond to new market 
opportunities compared to about half of other surviving firms (Smallbone et al., 1995). 
Moreover, start-up management must have an eye on the global market at the outset if it 
is to be a success in its own domestic market (Tyebjee, 1993, p.63), emphasizing the need 
for market assessment and leadership with entrepreneurial flair. The following section 
discusses key characteristics of the entrepreneur.  
 
Entrepreneurial Characteristics  
An entrepreneur, or founder, is the primary resource in a new venture (Brush, Greene, & 
Hart, 2001), possessing skills and business nous conducive for firm success. Founders 
play a crucial role in overall performance, because changes occur swiftly in these 
businesses requiring quick, strategic decisions as the environment adapts to the presence 
of a new, fast-growing venture in its markets (Johnson & Bishop, 2002, p.8).  
 
Gundry and Welsch (1997) identified ‘ambitious entrepreneurs’ as having structured 
organizations, building team-based environments which are positioned to respond rapidly 
to change. As well, education level, previous industry experience (Siegel et al., 1993; 
Steiner & Solem, 1988), and having an ‘entrepreneurial story’ are qualities associated 
with founders of fast growth enterprises (Barringer et al., 2005). Cooper and Bruno 
(1977) found that the size of the founding team is also associated with high growth. 
Similarly, Vyakarnam et al. (1999) attributed success of rapid growth businesses to the 
formation of an experienced entrepreneurial team. Research (Galloway & Brown, 2002) 
also suggests university-level entrepreneurship education as a key driver in the creation 
of high growth firms. Moreover, Macrae (1992) concluded that CEOs of high-growth UK 
firms are significantly better educated, better trained, had more management experience 
and put more emphasis on people management and market positioning that their low 
growth counterparts (p.11). Interestingly, however, Steiner and Solem (1988) noted that 
age and education are unrelated to success. Over the long term it is the internal rather 
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than the external barriers to growth that exert the decisive influence upon SME’s rate of 
growth. The key internal growth constraint is managerial capacity and the unwillingness 
on the part of the owner-managers to incur risks associated with growth (Hay, 1992, 
p.288). 
 
Regarded as the crème de la crème of entrepreneurs (Lesonsky, 2007, p.19), fast growth 
firm owners also regularly consult coaches and peer networks for advice, support and 
direction (Fischer & Reuber, 2003). Julien and Lachance (2001) attributed entrepreneurs’ 
strength of personal networks to fast growth. Zhao and Aram (1995) also observed this 
characteristic. Moreover, Smallbone et al. (1995) opined that leadership characterized by 
a real commitment to achieving growth is an important part of strategy and culture. This 
is a view shared by Andersson (2003), and highlights the important link between 
entrepreneurially minded leaders, and the strategies employed within their firms. 
 
Strategy in Fast Growth Firms 
Kim and Mauborgne (1997) reported that differences between fast growth companies and 
their less successful competitors lay in strategy. When employing a behavioral definition 
of fast growth firms, consistent with those provided by Ireland and Hitt (1997) and Upton 
et al. (2001), reference can be made to extant theories such as the entrepreneurial model 
(Miller & Friesen, 1982, 1984), entrepreneurial mode (Mintzberg, 1973), and prospector 
(Miles & Snow, 1978) classifications, as fast growth enterprises are commonly defined as 
firms willing to take risks, to be innovative, exhibit proactive behaviors, and to initiate 
aggressive competitive actions. For example, Miller’s (1983) definition of the 
entrepreneurial firm holds that one engages in product market innovation, undertakes 
somewhat risky ventures, and is first to come up with ‘proactive’ innovations, beating 
competitors to the punch (p.771). Investigations into the strategic posture of fast growth 
firms have varied, but are replete with a common theme, that unless a venture pursues 
superior competitive strategies (O’Gorman, 2001, p.71), a firm’s share position will 
deteriorate, influencing the sustainability of a company’s growth past the period of 
market growth.  
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Over a decade ago, Hoy et al. (1992) contended that research is incomplete regarding the 
unique strategies employed by high growth companies. However, since this publication, 
interest in the strategic behavior of fast growth firms has gained widespread attention 
(Moreno & Casillas, 2007), focusing on generic strategies, knowledge-based capabilities, 
planning, and growth strategies. These four themes are reviewed below. 
 
Generic strategies. Utilizing Porter’s (1980) strategic framework, Ireland and Hitt 
(1997) found that fast growth firms achieve strong financial returns by adopting a ‘high 
quality’ business strategy and ‘first-to-market’ product strategy. In their study of high-
growth manufacturing firms, Sanders and Reid (2001) identified four competitive 
strategies companies use in rapidly changing environments including establishing 
supplier partnerships, being quality-focused, cost containment, and adopting time-based 
strategies. These researchers concluded that supplier relationships and responding quickly 
to customer demands are competitive weapons manufacturing firms use to build success. 
Providing an alternative view, Baum, Locke, and Smith (2001) suggested that firms 
implementing differentiation strategies (i.e., innovative, high-quality products and/or 
services) achieve the highest growth, while focus (i.e., targeting a particular set of 
customers, segmenting product lines, or geographic market concentration) and low-cost 
strategies (i.e., aggressive pursuit of cost minimization, offering products to price-
sensitive customers) relate negatively to venture growth. Furthermore, Teal, Upton, and 
Seaman (2003) compared high growth family (a cohort traditionally conservative with its 
strategies) and non-family firms, reporting nonsignificant differences between groups, 
with a majority of enterprises adopting high quality business strategies. 
 
Knowledge-based capabilities. Gatignon and Xuereb (1997) identified that holding a 
competitive orientation in high-growth markets enables firms to emphasize innovation 
costs and thereby develop innovations with lower costs (p.88). Similarly, Kinsella et al. 
(1994) noted that a focus on competitors and the extent of gained knowledge are salient 
features of Irish fast growth firms. Conversely, Kim and Mauborgne (1997) observed that 
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fast growth companies prefer to lead their industries, be innovative, and pay little 
attention to matching or beating their rivals.  
 
Achi et al. (1995) found that improved knowledge of a firm’s environment contributes to 
accelerated growth. Moreover, Sadler-Smith et al. (2001) demonstrated that high growth 
manufacturing firms possess a more active learning orientation, making better use of 
knowledge assets compared to their lower growth counterparts. When strategizing in 
turbulent markets, Eisenhardt (1989) reflected that the speed of strategic decision making 
in a high-velocity environment is challenging because information is poor, mistakes are 
costly, and recovery from missed opportunities is difficult (p.570), not to mention the 
potential loss of market share to competitors. Thus, it can be argued that acquisition and 
management of information on markets, competition, and technology differentiates fast 
growth firms from the rest (Julien & Lachance, 2001, emphasis added). 
 
Planning. Findings in relation to the benefits associated with planning appear to be 
mixed. On the positive side, Bracker et al. (1988) reported that strategic planning is more 
likely to occur in growth firms. Researchers (Fischer et al., 1997; O’Gorman, 2001) stress 
the importance of integrating future-oriented planning into the strategic development 
process of fast growth companies. In support of this view, Larsen et al. (2000) found that 
high growth, medium-sized enterprises identify real benefit and value in planning for the 
future, particularly with regards to technology (Larsen, Tonge, & Roberts, 2001). Having 
said that, Bhide (1996) noted that entrepreneurs in fast growth firms are often encouraged 
by their short-term success, and are likely not to consider exit strategies, leading to their 
demise. Indirect evidence (Pelham, 1999) also highlights the limited nature of planning 
and apparent lack of information gathering systems in smaller firms.  
 
Growth strategies. Finnish metal-based manufacturing and business service firms, 
according to Littunen and Tohmo (2003), require active strategies, particularly with 
respect to markets, in order to achieve growth over an extended period. This finding 
emphasizes Lieberman and Montgomery’s (1988) dictum that a first-mover advantage is 
the best strategy for capitalizing on market opportunities. When businesses are structured 
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around environmental constraints (e.g., government policy, economic instability), and a 
proactive approach is adopted by management, growth can be achieved (Todd & Taylor, 
1993). Moreno and Casillas (2007) posited that fast growth is derived from changes in 
strategies, actions, and/or behavior. Similarly, Todd and Taylor (1993) observed specific 
triggers that stirred companies into action (e.g., recruitment of new personnel or 
introduction of new technologies), changing the competitive dynamics of firms.  
 
Engaging in interorganizational partnerships is another avenue to high growth (Barringer 
et al., 2005). Fast growth firms are generally proactive in seeking partnerships (e.g., with 
suppliers) in which to pool resources, providing competitive advantage (Beekman & 
Robinson, 2002, 2004). Moreover, internationalization remains one of the key challenges 
facing SMEs (Ruzzier, Antoncic, & Hisrich, 2007), however an aspect that contrasts fast 
growth firms with slow-growth SMEs is their proclivity to export (Tan, 2007). According to 
research (O’Gorman, 2001; Zahra, Ireland, & Hitt, 2000), exporting is also commonly 
seen by management as a potential avenue to fast growth. Moreover, Andersson (2003) 
observed that the relatively small size of the Swedish market made internationalization an 
integral part of growth strategies for businesses in that country. 
 
Julien and Lachance (2001) defined fast growing firms as those where growth objectives 
take precedence, exhibiting proactive strategies and taking on risk in order to seize an 
opportunity before the competition. In support of this view, Smallbone et al. (1995) 
suggested that 70% of high growth firms possess strong growth objectives, ensuring that 
decisions are made with growth in mind (Barringer & Jones, 2004). Although, the pursuit 
of growth strategies, according to McCann (1991), is becoming an increasingly complex 
task for young firms as the need for technological capacity and skills places heavy 
demands on resources. Since McCann’s (1991) account, technology has become an 
integral part of small business development and growth, the topic of which is reviewed 
below. 
 
This review of strategy in fast growth firms reveals that research has tended to be of a 
disparate nature, focusing on a single line of enquiry rather than investigating the impact 
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internal and external elements on strategic behavior. In light of these limitations, the 
present research proposes a multifaceted approach to the investigation of strategy in fast 
growth firms by incorporating elements of knowledge, planning, and growth, in an 
hypothesized model.   
 
Technology in Fast Growth Firms 
Storey (1994) suggested that small businesses with higher levels of technological ability, 
even in conventional sectors, are likely to grow more rapidly than those with lower levels 
of technical sophistication (p.146). Siegel et al. (1993) observed that the use of advanced 
technologies enables young ventures to compete in fast-growing markets by insulating 
those companies from competitors, concluding that fast-growers are more likely to utilize 
new, advanced technology than slow-growers (p.173). Moreover, Todd and Taylor 
(1993) stated that access to technology is frequently the basis of the fast growth firms’ 
competitive advantage (p.75). When investigating the influence of product innovation on 
small business growth, Roper (1997) noted that: 
 
Because of their closeness to the market they may be the first to appreciate a 
market opportunity and develop a suitable technological response; or, 
because of their organizational and functional flexibility, they may be the 
first to adopt new technologies developed elsewhere (p.523). 
 
Specialized knowledge is used, along with the dynamic development of their tacit 
capabilities as the basis for maintaining their technological advantage against 
competitors (Feindt et al., 2002, p.54). Moreover, Steiner and Solem (1988) found that 
the adoption of new technologies, and the availability of resources to adopt new 
technologies is strongly related to success, highlighting that a small firm’s access to 
resources is a key to growth. Finally, Tiessen et al. (2001) highlighted three main reasons 
why SMEs are driven to use new technologies, (1) they are able to, (2) they want to, and 
(3) environmental changes and industry norms tell them to. 
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Resources in Fast Growth Firms 
Rapid growth places extraordinary resource demands on firms (Covin & Slevin, 1997, 
p.115), presenting certain strategic restrictions. In other words, relatively small firms tend 
to lack the requisite resources enabling first-mover competitive actions (Ireland & Hitt, 
1997).  
 
In their study of 30 fast growth firms, Hambrick and Crozier (1985) found that high 
levels of financial resources are needed, particularly those experiencing rapid 
international expansion (Gabrielsson, Sasi, & Darling, 2004). In a comparative study of 
high and slow growth firms, Moreno and Casillas (2007) also highlighted the role of 
resources in determining SME growth.  Jarillo (1989) indicated that entrepreneurial 
behavior of fast growth firms heightened their ability to use external resources (networks 
in this case) in order to achieve outstanding results and aid in determining long-term 
growth. Lichtenstein and Brush (2001) concluded that intangible resources such as 
knowledge, skills, experience, and culture are salient features of fast growing firms in 
dynamic environments. When building their pool of resources, founders provide young 
firms a wealth of experience, abilities, and skills (Feeser & Willard, 1990).  
 
Owing to a lack of resources, small or new firms are usually unable to achieve significant 
economies of scale or scope, or serve a broad target market – limiting their choices of 
strategy (Porter, 1985). Thus, resources need to be generated through periods of fast 
growth in order to maintain and sustain venture growth (O’Gorman, 2001), providing 
small firms with opportunities to broaden their strategic scope. Brush, Greene, and Hart 
(2001) posited that resources of innovative and growth oriented firms are different from 
those of slow-growth niche enterprises. In line with this finding, Lichtenstein and Brush 
(2001) concluded that young fast growth firms were more concerned with soft or salient 
intangible resources such as knowledge, reputation, service delivery, alliance 
relationships, a strong business base, and employees. Beekman and Robinson (2002; 
2004) also emphasized the important role played by interorganizational relationships 
building resources during rapid growth phases.  
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In summary, fast growth firms can be defined, in a behavioral sense, as entrepreneurial 
entities that take risks, are proactive and innovative, and initiate aggressively competitive 
actions (Ireland & Hitt, 1997; Upton et al., 2001), however empirical understanding of 
this is scant (Hoy et al., 1992). Generally young, flexible firms (Moreno & Casillas, 
2007), they often emerge in growth markets (Siegel et al., 1993; Todd & Taylor, 1993) 
with the purpose of taking advantage of new, unexploited opportunities (Shane & 
Venkataraman, 2000). But with growing markets, comes the threat of new and existing 
competition, highlighting the need for management promote a learning culture (Stumpf, 
1992) efficient in the acquisition and dissemination of information on, for example, 
competitors and emerging technologies (Julien & Lachance, 2001), and develop an 
internal structure equipped to manage rapid organizational change in order to sustain 
venture growth. 
 
The present thesis is built upon a number of theoretical conceptualizations. Contingency 
theory and resource-based view of the firm have developed largely independent of one 
another; however researchers (Miller & Shamsie, 1995; Powell, 1992) have drawn 
similarities between theories as firms pursue sustainable competitive advantages. 
Pertinent studies (e.g., Santos-Vijande et al., 2005) have employed the resource-based 
view in their investigation of the mediating role of strategic behavior in the strategic 
orientation - firm performance nexus, however the influence of competitive environments 
(the ethos of contingency theory) has been largely ignored. Scholars (e.g., Gao et al., 
2007; Zhou et al., 2007) have employed a contingency perspective when investigating the 
effect of strategic orientation on firm performance. However, it appears that to date, 
research has failed to propose a contingency-based conceptual model linking strategic 
orientation, strategic behavior, and firm performance - a significant gap which the present 
research aims to fill. The following section provides an overview of the theoretical 
conceptualizations underscoring the present research. 
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Theoretical Conceptualizations 
Contingency Theory 
There are three primary views of strategy alignment: the situation specific view, the 
universal view, and the contingency view (Hambrick & Lei, 1985). The contingency 
view takes focus in the present thesis. The contingency perspective of organizational 
strategy is used widely in the understanding of strategy–performance relationships, 
holding that strategies must be matched with corresponding environmental contexts in 
order to achieve superior performance (Ginsberg & Venkatraman, 1985).  
 
Although investigations into the influence of environments on organizations began to 
emerge in the early 1960’s (e.g., Chandler, 1962), it was the work of Burns and Stalker 
(1961) and Lawrence and Lorsch (1967) that aided the emergence of contingency theory. 
Burns and Stalker (1961) examined relationships between internal management practices 
and external environmental factors and economic performance of 20 UK industrial 
organizations. Findings identified two different management practices (mechanistic 
versus organic) depending on the stability of the operating environment. The seminal 
work of Lawrence and Lorsch (1967) refined contingency theory further. Focusing on the 
influence of technological, market, and economic changes on organizational behavior, 
these researchers cited that if managers are to meet such challenges, and adapt to new 
technological and market conditions, an organization must learn to analyze 
environmental conditions and relate them back to organizational requirements. Adding 
that high-performing organizations came nearer to meeting the demands of its 
environment than its less effective competitors (Lawrence & Lorsch, 1967, p.134). 
Relatively more recent developments (Galbraith, 1977; Thompson, 1967) provided a 
theoretical foundation within which these early findings could be explained. Kast and 
Rosenzweig (1973) suggested that this theory underlines the complex multivariate nature 
of organizations and attempts to understand how organizations operate under varying 
conditions and specific circumstances.  
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Contingency theory has since developed into a conceptualization widely employed in 
various academic fields, such as strategic management (Bluedorn, Johnson, Cartwright, 
& Barringer, 1994), organizational behavior (Palmer, 1996), and marketing (Zeithaml, 
Varadarajan, & Zeithaml, 1988). The general model implicit in contingency theory 
assumes that, for organizations to be effective, there must be an appropriate ‘fit’ between 
structure (Fincham & Rhodes, 2005) and/or strategy (Lee & Miller, 1996) and 
environmental context. To achieve competitive advantage, companies must match their 
strategic decisions to certain sets of contingency factors, including external (e.g., market 
conditions, buying behavior) and internal (e.g., organizational structures, characteristics, 
resources) environments (Dess, Lumpkin, & Covin, 1997; Gao et al., 2007; Lawrence & 
Lorsch, 1967; Lumpkin & Dess, 1996; Miller, 1988; Zhou et al., 2007). Any firm's 
external environment is exogenous, so the firm must adjust its strategy according to the 
environmental constraints. As such, there are no universally optimal strategic choices for 
all businesses (Gao et al., 2007, p.4), a view widely accepted amongst contingency 
theorists (Donaldson, 2001; Ginsberg & Venkatraman, 1985; Lawrence & Lorsch, 1967). 
Therefore to achieve optimal performance, firms need to appropriately adapt their 
strategies to environmental contexts (Ginsberg & Venkatraman, 1985). The use of 
contingent theory highlights the complexity of associations between these concepts 
(Drazin & Van De Ven, 1985). In his explanation of the contingency theory paradigm, 
Donaldson (2001) states, a contingency is any variable that moderates the effect of an 
organizational characteristic on organizational performance (p.7), such as 
environment(s) (Burns & Stalker, 1961), organizational size (Child, 1975), and 
organizational strategy (Chandler, 1962). 
 
As expected with all theoretical models, criticisms of contingency theory have emerged, 
highlighting weaknesses such as the existence of poorly defined conceptualizations of 
variables and a lack of specificity of relationships between variables (Miller, 1981; 
Schoonhoven, 1981; Tosi & Slocum, 1984). Notwithstanding, a contingency perspective 
is taken in the present thesis in order to investigate the moderating role of environmental 
turbulence (Gatignon & Xuereb, 1997; Jaworski & Kohli, 1993; Voss & Voss, 2000) on 
proposed relationships outlined in the hypothesized model (see Figure 2.1, p.45).  
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Aldrich (1979) popularized this concept, proposing that organizational forms must either 
fit their environmental niches or fail. Moreover, Drazin and Van De Ven (1985) stated 
that the key concept in a contingent proposition is fit, and the definition of fit that is 
adopted is central to the development of the theory, to the collection of data, and to the 
statistical analysis of the proposition (p.515). To provide further definition of the theory, 
the following section focuses on the concept of strategic fit. 
 
Strategic Fit 
Miles and Snow (1978, p.3) defined strategy in terms of maintaining an effective 
alignment with the environment while efficiently managing internal interdependencies, 
highlighting that alignment or fit (of the organization to its environment) is fundamental 
to the notion of strategy. Furthermore, internal resources are aligned to support 
organizational fit (Miles & Snow, 1984). The organizational alignment view integrates 
both the environmental determinism and the strategic choice perspective on the alignment 
between the firm’s strategy and external environment (Kuekam, 2007; Miller & Friesen, 
1983; Powell, 1992; Tan & Litschert, 1994), providing a link to contingency theory 
(Meyer, Tsui, & Hinings, 1993). Moreover, the theoretical paradigm of strategic fit 
contends that environment and strategy interact in a dynamic coalignment process 
(Miller, 1988), with the resulting fit having positive implications for performance 
(Ginsberg & Venkatraman, 1985; Lukas et al., 2001; Venkatraman & Prescott, 1990). 
Importantly, Greenley, Hooley, & Saunders (2004) noted similar outcomes for concepts 
of strategic fit, realignment and adaptation.  
 
According to Hrebiniak and Joyce (1985), the process of adaptation to one’s environment 
is dynamic as the position of an organization may shift as a result of strategic choices or 
external environmental changes. Organizations are seen as adapting over time to fit their 
changing contingencies so that effectiveness is maintained (Donaldson, 2001, p.2). 
Scrutinizing the differential effects of strategic choices in emerging economies, Li and Li 
(2008) showed that the alignment of strategies with market structure factors varied 
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between foreign and domestic firms. These views support Miles and Snow’s (1984) 
proposed concept based on the actual process of fit, stating that successful organizations 
achieve strategic fit with their market environment and support their strategies with 
appropriately designed structures and management processes (p.10). The main features 
of their framework are structured around four main points: minimal, tight, early, and 
fragile fits. Based on an earlier study (Snow & Hrebiniak, 1980), Miles and Snow (1984) 
concluded that organizations operating in a competitive environment called for minimal 
fit to survive. As any environment is dynamic, it is possible for the degree of fit between 
organization and environment to weaken. Miles and Snow (1984) emphasized that 
organizations must adjust their strategies, structures, or processes in response to 
environmental changes. The aforementioned views provide justification for the present 
thesis testing an hypothesized model over time. More recently, Zajac et al. (2000) 
proposed a dynamic, multidimensional, and normative model of strategic fit, 
incorporating three elements overlooked previously in contingency based research. First, 
by emphasizing elements of organizational resources (consistent with the present 
approach), rather than organizational structure (e.g., Miles & Snow, 1984) and in their 
generic model.  Second, by focusing on environment-performance linkages compared 
with the previous emphasis on the environment-strategy (or structure) link (Ginsberg & 
Venkatraman, 1985). Finally, by applying their model to a longitudinal sample.  
 
Critical debate has argued a need to develop a detailed specification of fit (Schoonhoven, 
1981). Researchers have tended to present conflicting ideas of what constitutes ‘fit’ such 
as contingency, consistency, match, congruence, or alignment; obstructing theory 
development (Drazin & Van De Ven, 1985; Fry & Smith, 1987). Moreover, as 
organizations faced many contingency factors, highlighting the multidimensionality of 
the concept of fit, conceptualizations requires more than simple bivariate analysis 
techniques (Zajac et al., 2000). In order to overcome this handicap, Venkatraman (1989a) 
provided several measurement approaches to fit: moderation, mediation, matching, 
gestalts, profile deviation, and covariation. Although each of these six perspectives 
implies unique conceptualization and theoretical meaning, they are not necessarily 
competing perspectives (Xu, Cavusgil, & White, 2006, p.8). In their review of fit 
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literature, Drazin and Van De Ven (1985) offered an alternative view to its measurement 
through their description of selection, interaction, and systems approaches. Marketing 
and strategic management literature has traditionally employed the fit-as-moderation 
approach (Olson, Slater, & Hult, 2005), whereas an increasing number of 
multidimensional studies have tended to adopt the configurational, or profile deviation 
approach (Hughes & Morgan, 2008; Vorhies & Morgan, 2003; Wiklund & Shepherd, 
2005). Each requiring a different mathematical model, providing a variety of theoretical 
implications (Schoonhoven, 1981). In light of the present research questions, a 
moderation approach is adopted in the specification of fit in order to investigate if 
environmental turbulence modifies the strength of hypothesized relationships (e.g., 
Prescott, 1986).  
 
The following sections review resource-based (Wernerfelt, 1984) and competitive 
advantage (Porter, 1985) theories. Organizational alignment and competitive advantage 
theories have developed independently of one another, although each employ financial 
performance as a key dependent variable (Powell, 1992). In his study of the intersection 
between these two perspectives, Powell (1992) concluded (albeit tentatively) that 
organizational alignments generate supernormal profits, and constitute an important 
source of competitive advantage. Similarly, Fredericks (2005) viewed these perspectives 
as complementary in the pursuit of competitive advantage. The present thesis supports 
this view in the integration of these theories.  
 
The Resource-Based View 
The resource-based view (RBV) of the firm, a perspective that drew heavily from 
Penrose’s (1959) theory of firm growth and popularized through works by Wernerfelt 
(1984) and Barney (1991), has become the conceptual base for a number of studies (e.g., 
Hult, Ketchen, & Slater, 2002; Michalisin, Kline, & Smith, 2000) and theoretical works 
(e.g., Barney, 1991; Grant, 1991; Peteraf, 1993). Today, the RBV is considered to be one 
of the most widely accepted theories of strategic management (Powell, 2001; Priem & 
Butler, 2001a). RBV theory states that for resources to be considered as sources of 
competitive advantage they must exhibit a number of key characteristics. They must be 
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valuable to organizations in identifying and neutralizing threats and taking advantage of 
opportunities in competitive contexts. They must be rare and difficult to imitate by 
competitors, and provide the ability to detect and take advantage of new opportunities in 
current and new markets (Barney, 1991; Day & Wensley, 1988; Slater & Narver, 1996). 
Barney (1991) categorized resources into physical (e.g., physical technology, plant & 
equipment, geographic location), human (e.g., experience and knowledge of individuals 
associated with a firm such as sales personnel), and organization capital (e.g., history, 
relationships, trust, and organizational culture). Evolution of RBV theory has brought 
about extended resource type definitions. For example, Barney (1995b) added a further 
category, financial capital (e.g., debt, equity, retained earnings), whilst Collis and 
Montgomery (1995) argued that competitive advantage is also a function of the 
durability, appropriability, and superiority of firm resources and capabilities.   
 
The RBV provides an alternative line of thought to the structural/positional/competitive 
forces approach (Porter, 1980, 1985). These two theories represent dominant perspectives 
in competitive advantage theory. The structural approach emphasizes the actions taken by 
firms in order to obtain defensible market positions within environmental competitive 
forces (i.e., advantages derived from industry and competitive positioning). Criticisms of 
the structural approach, by RBV theorists in particular (Peteraf, 1993), center upon the 
ineffective nature of competitive positioning unless firms attain resources and capabilities 
that are valuable, rare, inimitable, and non-substitutable (Barney, 1991).   
 
Despite an increase in literature devoted to advancing the RBV conceptually and 
empirically, advocates (Barney, 1997, 2001) and critics (Priem & Butler, 2001a) point to 
a number of issues that require further theoretical and empirical attention (Srivastava, 
Fahey, & Christensen, 2001). RBV’s acceptance appears to be grounded more on the 
basis of logic and intuition than on empirical evidence (Newbert, 2008, p.747). 
Definitions of terms including value and competitive advantage have been argued to be 
tautological (Priem & Butler, 2001a, 2001b), attracting critical debate (Collis, 1991) and 
concerns of respondent bias (Newbert, 2008). Notwithstanding, studies (Borch et al., 
1999; Schroeder, Bates, & Junttila, 2002) have long tested basic tenets of RBV and 
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culminated in consistent results, and such criticisms have been regarded as academic 
(Lahiri, 2007). Having said that, the following section provides an overview of two major 
tenants of RBV theory: competitive advantage, and resources and capabilities.  
 
Competitive Advantage. Popularized by Porter (1980; 1985), competitive advantage is 
achieved when firms implement value creating strategies that are not currently being 
realized by competitors (Barney, 1991), or through superior execution of the same 
strategy as competitors. Hofer and Schendel (1978, p.25) described competitive 
advantage as the unique position an organization develops vis-à-vis its competitors.  
 
Day and Wensley’s (1988) source-positional advantage-performance (SPP) framework 
has become a benchmark for publications in marketing (Bharadwaj, Varadarajan, & 
Fahy, 1993; Hunt & Morgan, 1995, 1996) and strategic management (Barney, 1991). The 
SPP model maintains that firms possessing superior skills and resources hold an 
advantage over their competition. Positions of advantage, based on the provision of 
superior customer value, are drawn from these skills and resources, whether they be 
tangible (e.g. assets) or intangible (e.g. knowledge), and take into account salient features 
of competitive markets: customers and competitors (Day & Wensley, 1988).  
 
Customer-focused firms are replete with customer information, anticipating their 
reactions, basing performance on customer judgments of relative product utility and 
satisfaction. Competitor centered firms, by contrast, are rich in information about 
competitors, anticipating actions and reactions, gauging performance on the basis of cost 
and profitability comparisons (Day & Nedungadi, 1994). However, management and 
customer interpretations of value often differ (Nasution & Mavondo, 2008). 
Notwithstanding, positions of advantage can be expected to lead to superior performance 
in terms of customer satisfaction, loyalty, market share, and profitability (Bharadwaj et 
al., 1993; Day & Wensley, 1988). Forming a cyclical process, competitive advantage can 
be sustained through constant monitoring and reinvesting in the present sources of 
advantage, as well as investing in other potential sources of advantage (Bharadwaj et al., 
1993, p.87). Hunt and Morgan’s (1995) development of resource-advantage theory 
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extends Day and Wensley’s (1988) work through the incorporation of financial, physical, 
legal, human, organizational, informational, and relational resources as potential sources 
of competitive advantage, whilst postulating that competitive environments influence 
performance outcomes. Furthermore, Bharadwaj et al. (1993) considered the moderating 
effect of environmental factors on the SPP framework within the service industry.  
 
Sources of Competitive Advantage. It is generally held among scholars (e.g., Colgate, 
1998; Kaleka, 2002; Miller & Shamsie, 1996; Teece, Pisano, & Shuen, 1997) that sources 
of advantage are of two broad types: resources, representing assets controlled by firms 
that are used as inputs to organizational processes; and capabilities, concerning firms’ 
abilities to combine, develop, and use resources in order to create competitive advantage. 
According to Wernerfelt (1984, p.172) resources can include anything that might be 
thought of as a strength or weakness of a given firm, comprising tangible and intangible 
assets. Intangible resources such as organization culture, learning, networks and 
reputation (Hall, 1993), and related core competencies (Prahalad & Hamel, 1990) tend to 
be tacit, idiosyncratic and deeply embedded in an organization’s social fabric (Winter, 
1987). According to Hitt et al. (2001), it is intangible resources that are more likely than 
tangible resources to produce a competitive advantage (p.14), particularly those 
pertaining to knowledge (Bhatt & Grover, 2005). Moreover, firm culture can be 
considered a distinctive capability providing sources of advantage when it fosters 
behaviors and activities that are necessary to exploit the appropriate assets to attain a 
positional advantage (Hunt & Morgan, 1995). 
 
Possession of certain resources does not automatically confer competitive advantage 
(Wernerfelt, 1984). Rather, resources and capabilities must be difficult to create, buy, 
substitute, or imitate (an argument central to RBV theory) before they can contribute to a 
competitive advantage (Barney, 1991; Teece et al., 1997). However, a key criticism of 
the RBV is concerned with the lack of research regarding the interaction between a firm’s 
resources and its competitive environment (Barney, 2001; Chmielewski & Paladino, 
2007), to complement its internal focus (Miller & Shamsie, 1995).  
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In summary, as contingency theory attempts to relate structures and strategies to the 
environmental contexts in which they are most appropriate (Burns & Stalker, 1961; 
Thompson, 1967). Miller and Shamsie (1995) contended that resource-based theory must 
begin to consider the environmental contexts within which various kinds of resources will 
have the best influence on performance (Amit & Schoemaker, 1993). While Powell 
(1992) investigated the synergies between contingency theory and RBV in the context of 
two North American manufacturing industries, the present thesis develops and tests a 
contingency-based model of competitive advantage on fast growth companies (see Figure 
2.1, p.45).  
 
Strategic Orientation 
The construct of strategic orientation refers to the processes, practices, principles and 
decision-making styles that guide firms’ activities, especially in the context of the 
external environment and corporate development (Jantunen, Nummela, Puumalainen, & 
Saarenketo, 2008, p.160). But strategic orientation takes many forms in literature. 
Research (e.g., Slater & Narver, 1994) has concentrated heavily on companies 
maintaining a market orientation, but that is not the only viable strategic orientation 
(Noble et al., 2002, p.25). Studies (Hult & Ketchen, 2001; Noble et al., 2002) show that a 
number of other orientations can also substantially influence competitive advantage and 
performance of enterprises. Scholars suggest that firms can benefit from combining 
market orientation with other strategic orientations, such as entrepreneurial (Lumpkin & 
Dess, 1996; Smart & Conant, 1994), learning (Baker & Sinkula, 1999b; Farrell, 2000), 
production (Pelham, 2000), selling (Guenzi, 2003), innovation (Manu, 1992; Zhou, Gao, 
Yang, & Zhou, 2005a), and technological (Gatignon & Xuereb, 1997). For example, 
analyzing learning and market orientations as one distinctive resource has received 
attention in the marketing discipline (Baker & Sinkula, 1999a; Hunt & Morgan, 1996). 
Similarly, studies (Atuahene-Gima & Ko, 2001) have examined the impact of market and 
entrepreneurial orientations on varying measures of performance. More recently, 
researchers (Hult, Hurley, & Knight, 2004; Kropp, Lindsay, & Shoham, 2006) have 
employed all three strategic orientations (market, learning, and entrepreneurial) when 
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testing hypothesized models. Table 2.1 provides an overview of recent empirical studies 
(within the previous 10 years) and measures of strategic orientation employed. This table 
shows that all studies adopted a combination of strategic orientation instruments with 
approximately 30% of investigations utilizing competitor orientation as a distinct element 
of market orientation, 30% using learning orientation scales, and 40% employing 
measures of technological orientation. Of particular note is the observation that no studies 
utilized measures of competitor, learning, and technological orientations concurrently. 
 
Table 2.1 Overview of recent empirical strategic orientation studies 
Author(s) Strategic Orientations 
Gatignon and Xuereb (1997) CuO, CoO, TO 
Shoham (2000) MO, SMO, PO, PrO, SeO  
Voss and Voss (2000) CuO, CoO, TO 
Noble et al. (2002) MO, PrO, SeO 
Hult et al. (2004) MO, EO, LO 
Kaya and Seyrek (2005) CuO, TO, LO 
Zhou, Yim, and Tse (2005b) MO, TO, EO 
Zhou et al. (2005a) MO, IO 
Kropp et al. (2006) MO, EO, LO  
Jeong, Pae, and Zhou (2006) CuO, CoO 
Gao et al. (2007) CuO, CoO, TO 
Tan (2007) MO, LO, EO 
Zhou and Li (2007) MO, TO, EO 
Slater, Hult, and Olson (2007) CuO, CoO, TO 
Paladino (2007) MO, RO 
Jantunen et al. (2008) EO, LO, IGO 
Note. MO = Market Orientation, PO = Product Orientation, SMO = Societal Marketing Orientation, LO = 
Learning Orientation, EO = Entrepreneurial Orientation, CuO = Customer Orientation, CoO = Competitor 
Orientation, TO = Technological Orientation, IO = Innovative Orientation, PrO = Production Orientation, 
SeO = Selling Orientation, RO = Resource Orientation, IGO = International Growth Orientation. 
 
Strategic Orientation as an Organizational Resource 
Strategic orientation reflects the strategic directions implemented by firms to create 
optimum behaviors for the continuous superior performance of businesses (Gatignon & 
Xuereb, 1997; Narver & Slater, 1990). Elements of strategic orientation can be regarded 
as intangible organizational resources – particularly when viewed from a cultural 
perspective. Hunt and Morgan (1995) stated that firms able to employ effectively the 
‘resource’ of market orientation are likely to enjoy a position of sustainable competitive 
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advantage and superior long-run financial performance (p.13). Hunt and Lambe (2000) 
later proposed strategic orientation as an antecedent to competitive advantage. This 
conceptualization also follows Day’s (1994) argument that outside-in capabilities (i.e., 
competitor orientation and learning orientation) and inside-out capabilities (i.e., 
technological orientation) are both needed to inform strategy, and when integrated 
together are more likely to lead to superior performance.  
 
A number of investigators have introduced various aspects of strategic orientation into 
their empirical models (Kaya & Seyrek, 2005), treating each combination as a unique 
organizational resource (Kropp et al., 2006). For example, Table 2.1 shows  that Zhou et 
al. (2005b) classified market orientation, technology orientation, and entrepreneurial 
orientation within the realm of strategic orientation. Whereas, Noble et al. (2002) viewed 
strategic orientation as a combination of market orientation, production orientation, and 
selling orientation. For the purpose of the present study, strategic orientation incorporates 
three elements: competitor orientation, learning orientation, and technological 
orientation.  
 
Strategic Orientation as a Source of Competitive Advantage 
Sources of competitive advantage are multifaceted, and cannot be attributed to one type 
of resource (Fleisher & Bensoussan, 2002), suggesting that various combinations of 
resources become drivers of competitive advantage, depending on the firm in question. 
Hunt and Morgan (1995) signaled market orientation as a resource that combines the 
necessary properties to develop a competitive advantage when it is rare amongst 
competitors. These researchers posited that a market orientation places precedence on the 
formation of strategy through gathering information that provides the knowledge about 
one's competitors - their products, prices, and strategies, for example - gleaned from 
implementing a market orientation could potentially enable a film to produce a market 
offering for some market segments more efficiently or effectively than one's competitors 
(p.11).  
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According to Slater and Narver (1995) creating a market orientation is just the start 
(p.63), adding that a learning orientation provides competitive advantage as it is complex, 
difficult to imitate, and appropriate in turbulent, dynamic environments. Baker and 
Sinkula (1999a) concluded that administered alone, market-oriented processes are not 
sufficient for maintaining advantage. Investigators (Baker & Sinkula, 1999a; Tan, 2007) 
emphasize that learning must also be considered when modeling competitive advantage. 
Dickson (1992) suggested that learning is the only source of competitive advantage. 
According to Hunt (2000), the ability to apply knowledge resources of learning and 
information distribution is vital to achieving advantage. Furthermore, Pisano (1994) 
posited that without learning, it is difficult to imagine from where a firm’s unique skills 
and competencies would come (p.86). A competitive orientation can also play a key role 
in creating competitive advantage through developing a winning culture (Ohmae, 1988). 
 
Researchers have long advocated the use of information technology (IT) as a source of 
competitive advantage (Barney, 1991; Clemons & Row, 1991; Porter & Millar, 1985). 
Technology oriented firms hold a competitive advantage as they possess technology 
leadership and offer differentiated products, which can lead to superior performance 
(Hamel & Prahalad, 1994). Porter and Millar (1985) related IT to the value chain, 
concluding that the main strategic purpose of IT is to coordinate activities in the chain 
either reducing their costs or differentiating its products or services. However, recently, 
Carr (2003) argued that IT is ubiquitous, increasingly inexpensive, and widely accessible 
to businesses, making is incapable of creating differential advantage. This view is seen as 
dangerous (Bhatt & Grover, 2005, p.254) as it suggests firms reduce their IT investment 
and innovation. For IT-based resources and capabilities to become forms of sustained 
competitive advantage, the focus must also be on organizing and managing IT within the 
firm (Mata, Fuerst, & Barney, 1995). Powell and Dent-Micallef (1997) hold a similar 
view that technology alone is not enough (p.396) that advantage is created when 
complementary human and business resources and effective IT policies are added (Zahra 
& Covin, 1993). Zahra and Covin (1993) observed that firms whose strategies are 
primarily built on technological competencies can run the risk of ‘technological myopia’ 
and possibly over-investing in developing those competencies.  
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Firms develop their strategies internally using resources and competencies, providing 
certain positional advantages (Menguc et al., 2007). Influences of strategic orientation 
(competitor, learning, technological) on the strategic behavior of fast growth firms 
highlights an important causal link in the framework proposed in the present thesis.  
 
Strategic Behavior 
The essence of formulating competitive strategy is relating a company to its environment 
(Porter, 1980, p.3), in order to pursue, achieve, and maintain competitive advantage (Hitt, 
Ireland, & Hoskisson, 2001; Varadarajan & Clark, 1994). In the pursuit of unique market 
positions, competitive strategy demands that entrepreneurial firms choose a set of 
activities that differ from those selected by rivals in order to deliver a unique mix of value 
to the marketplace (Porter, 1996).  Examination and understanding of firm strategic 
behavior holds important implications for theory and practice due to its significant 
influence on venture performance (Zahra, 1996). Ginsberg (1984) observed however, that 
there is no overall consensus regarding its measurement. 
 
Research suggests that there is no generic business level strategy that leads to superior 
performance (Miller & Friesen, 1986), and if one best strategy did exist, competitors 
would be expected to imitate it readily (Wright et al., 1995b). Researchers (Lukas et al., 
2001) argue that strategy is best specified as a multifaceted construct consisting of 
different dimensions. The study of strategic choices can be approached from a number of 
alternative methodologies, with literature considering strategy from three main 
perspectives: the narrative, classificatory, and comparative approaches (Lee, Yoon, Kim, 
& Kang, 2006; Venkatraman, 1989b).  
 
Narrative approach. The narrative approach employs a qualitative methodology 
(primarily case studies), in order to explain strategy in its holistic, contextual form 
(Andrews, 1971; Evered, 1983). Chiefly used in organizational research, the major 
constraint of this approach lays in its inability to sufficiently measure variables through 
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finely calibrated measures, limiting its use for theoretical testing (Ginsberg & 
Venkatraman, 1985).  
 
Classificatory approach. The classificatory approach overcomes many of these 
constraints through the development of strategic categorizations of a conceptual or 
empirical nature. Prominent conceptual classifications, termed typologies, include Miles 
and Snow’s (1978) four strategic types (prospector, defender, analyzer, reactor), and 
Porter’s (1980) generic strategies. Hambrick (1980) critically assessed the Miles and 
Snow (1978) typologies noting that even though classification were based on systematic 
empirical observations, they were not quantitatively based. In addition, Hambrick (1980) 
questioned their applicability across various industries.  
 
Miller and Friesen’s (1978; 1984) operationalized archetypes represent an empirical 
classification or taxonomy, incorporating 31 variables based on a quantitative assessment 
of 81 published business cases. The organizational alignment approach to strategy 
analysis has given way to these typologies of various generic strategies and strategy 
archetypes (Galbraith & Schendel, 1983). Table 2.2 provides a summary of commonly 
cited typologies and taxonomies, and their associated characteristics.  
 
Such classifications are well grounded in management literature, however Speed (1993) 
noted that associated methodologies focused on the examination of differences between 
groups, creating a tendency to ignore differences that may exist within groups (p.172), as 
their major weakness. Literature also suggests that Porter’s (1980) model is inappropriate 
when investigating SMEs, as a focus strategy (i.e., the choice of a favorable product-
market environment (Kuhn, 1982; Porter, 1980)), is the only viable option (Rugman & 
Verbeke, 1987).  
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Table 2.2 Strategic typologies and taxonomies 
Author(s)  Characteristics of Strategic Type 
Mintzberg (1973) • Adaptive 
• Entrepreneurial 
• Planning 
 
Miles and Snow (1978) • Prospector 
• Analyzer 
• Defender 
• Reactor 
 
Hofer and Schendel (1978) • Share increasing 
• Growth 
• Profit 
• Market concentration 
• Turnaround 
• Liquidation 
 
Wissema, Van Der Pol, and Messer (1980) • Explosion 
• Expansion 
• Continuous growth 
• Slip 
• Consolidation 
• Contraction 
 
Porter (1980) • Cost leadership 
• Differentiation 
• Focus 
  
Comparative approach. The principal aim of a comparative approach, is to identify and 
measure the key traits of the strategy construct…by measuring the differences along a set 
of characteristics that collectively describe the strategy construct (Venkatraman, 1989b, 
pp.943-4). As the dimensions are not mutually exclusive, researchers can examine 
variations across strategy descriptions in a fine-grained manner by observing differences 
along each underlying dimension, overcoming classificatory method limitations. The 
comparative approach to strategy conceptualization is frequently used with the 
contingency view and is aimed at identifying the key dimensions of the strategy construct 
as they relate to the environment (Lukas et al., 2001, pp.411-12). Extant 
conceptualizations for comparative strategy are limited, but in his seminal work, 
Venkatraman (1985; 1989b) proposed six dimensions of strategy (aggressiveness, 
analysis, defensiveness, futurity, proactiveness, and riskiness) by building on previously 
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available instruments  (e.g., Miles & Snow, 1978; Miller, Kets de Vries, & Toulouse, 
1982), to be used when characterizing and distinguishing a firm’s strategic behavior. This 
holistic perspective examines a broader (than previous typologies) package of 
managerial choices made to achieve the desired business objectives (Venkatraman, 1985, 
p.24). 
 
Strategic behavior can be established along a variant ranging from conservative to 
entrepreneurial (Covin, 1991; Covin & Slevin, 1989; Miller & Friesen, 1983), or 
protective to prospective (Lukas et al., 2001). Conservative firms tend to be risk-adverse, 
noninnovative, and reactive, whereas entrepreneurial firms tend to be risk-takers, 
innovative, and proactive (Covin, 1991). Although studies (Covin, 1991) have 
demonstrated entrepreneurial firms may outperform conservative firms, research (Covin 
& Slevin, 1988, 1989; Miller & Friesen, 1982) indicates that conservative enterprises can 
be highly successful in the proper structural and environmental contexts. 
 
Venkatraman’s (1989b) strategic dimensions hold similarities to the characteristics of 
entrepreneurial orientation offered by Lumpkin and Dess (1996). Drawing on extensive 
research, according to these researchers entrepreneurial orientation can be regarded as the 
product of five dimensions – risk-taking, innovativeness, proactiveness, competitive 
aggressiveness, and autonomy. Accordingly, the present dissertation utilizes 
Venkatraman’s (1985; 1989b) dimensions, employing a comparative approach owing to: 
its incorporation of entrepreneurial (aggressiveness, proactiveness, riskiness) and 
conservative (defensiveness, analysis, futurity) strategic dimensions (Miller & Friesen, 
1982; Morgan & Strong, 2003), for achieving an exhaustive vision of a firm’s competitive 
behavior (Vazquez et al., 2001, p.75), its production of acceptable scale reliabilities 
(Chan, 1992), and for its applicability to contingency-based studies (Lukas et al., 2001).  
 
Strategic Behavior as a Source of Positional Advantage 
Frameworks developed by Day and Wensley (1988), and Bharadwaj et al. (1993) reflect 
Porter’s (1985) view of positional advantage in terms of either cost leadership 
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(products/services are offered at lower prices, mainly due to lower production, 
procurement, distribution, and allied costs) or differentiation (customers perceive 
consistent differences in product/service offerings between a firm and its competitors) 
relative to competitors. Booth and Philip (1998) challenged this dichotomous view, 
suggesting that organizations need to be more flexible, combining these elements to offer 
unique value to their customers. Sustaining competitive advantages can then be viewed as 
a result of continuously creating superior value for customers (Woodruff, 1997), through 
cost leadership and/or differentiation. There are numerous sources of customer value 
(Slater & Narver, 2000, p.121) including, among other factors, entrepreneurship (Hult & 
Ketchen, 2001), marketing capabilities (Tan, 2007), and learning (Nasution & Mavondo, 
2008).  
 
According to Varadarajan and Yadav (2002), strategy is concerned primarily with the 
deployment of available resources to achieve defensible competitive positional 
advantages in the marketplace. Slater, Hult, and Olson (2007) concur, stating that 
strategy is fundamentally concerned with the actions required to create superior 
customer value in the firm’s target markets with the ultimate goal of achieving superior 
performance (p.5). Studies (Ge & Ding, 2005; Menguc et al., 2007; Morgan, Strong, & 
McGuinness, 2003) of a similar nature to the present thesis have utilized Porter’s (1980) 
generic strategies as measures of positional advantage, however the present thesis argues 
that given the context, it is a combination of strategic behaviors (operationalized by 
Venkatraman’s (1989b) strategic dimensions) that provide positional advantage through 
the manifestation of superior customer value. For example, an organizational culture 
adopting behaviors characterized by proactivity and risk, may encourage organizational 
members to be more proactive with respect to customer needs and be more willing to 
embrace risks in delivering value to customers (Nasution & Mavondo, 2008, p.482). In 
addition, Hult and Ketchen (2001), concluded that promoting the aggressive pursuit of 
opportunities…involvement in high risk projects…and taking bold efforts to exploit 
opportunities can be great asset in the achievement of positional advantage (p.905). 
Moreover, conservative actions (e.g., defensiveness, analysis, futurity) can be beneficial 
in certain contexts (Covin & Slevin, 1989), requiring strategies such as defensive low-
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cost or defensive differentiation (Slater et al., 2007). Furthermore, according to Lumpkin 
and Lichtenstein (2005) the ability to recognize opportunities through various methods of 
learning and analysis may provide a key advantage by which established firms can 
remain viable and competitive in ever-changing environments (p.467). 
 
Development of a Contingency-Based Conceptual Framework of Competitive 
Advantage and Firm Performance 
Ongoing debate on relationships between strategic orientation, strategy, and firm 
performance has encouraged the present investigator to examine interactions from two 
perspectives. First, in line with Santos-Vijande et al. (2005), the present model (Figure 
2.1) suggests that strategic behaviors (i.e., aggressiveness, analysis, defensiveness, 
proactiveness, futurity, riskiness) play a mediating role in the strategic orientation – firm 
performance link. Second, the proposed model draws upon the conceptual framework of 
Day and Wensley (1988), through the development and testing of the source–positional 
advantage–firm performance (SPP) chain within the context of a fast growth 
environment. Building on the work of Bharadwaj et al. (1993), contingency theory 
provides the boundary conditions within which to examine the influence of 
environmental turbulence on hypothesized relationships. 
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The following section reviews pertinent literature from which seven principal hypotheses 
are derived. These hypotheses contributed to the development of an hypothesized model, 
tested in Studies 1 and 2 (see Chapters 4 & 5). 
 
Market Orientation 
Market orientation is operationalized in a number of different ways in the literature 
(Deshpande, Farley, & Webster, 1993; Jaworski & Kohli, 1993; Narver & Slater, 1990). 
Narver and Slater (1990) adopt a cultural perspective defining market orientation as the 
organizational culture that most effectively creates the necessary behaviors for the 
creation of superior value for buyers and, thus, continuous superior performance for the 
business (p.21). In contrast, Kohli and Jaworski (1990) take an information-processing 
perspective and define market orientation as the organization-wide generation of market 
intelligence pertaining to current and future customer needs, dissemination of the 
intelligence across the departments, and organization-wide responsiveness to market 
H4 (+) 
H1 (+) 
Strategic Orientation 
 
 
 
 
Strategic Behavior 
 
• Aggressiveness 
• Analysis 
• Defensiveness 
• Futurity 
• Proactiveness 
• Riskiness 
Firm Performance 
 
 
 
 
Environmental Moderators 
 
• Competitive Intensity 
• Market Turbulence 
• Technological Turbulence 
New Product Success 
 
Financial Performance 
 
Market Performance 
 
Learning Orientation 
 
Competitor Orientation 
 
Technological Orientation 
 
  Source                            Positional  Advantage                                 Performance 
H2 (+) 
H3 (+) 
H5 H6, 7 
Note.   denotes unhypothesized relationship. 
Figure 2.1 Hypothesized model of strategic orientation, strategic behavior, 
and firm performance 
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intelligence. Despite differences in philosophical stances, Cadogan and Diamantopoulos 
(1995) suggested that these two definitions overlap considerably and can be integrated. 
 
The influence of market orientation on company performance is well documented 
(Deshpande et al., 1993; Kohli & Jaworski, 1993; Narver & Slater, 1990). In general, this 
relationship is positive. For example, Gatignon and Xuereb (1997) concluded that firms 
that are market-oriented perform better than the others (p.78). Narver and Slater (1990) 
identified three behavioral components of market orientation: customer orientation, 
competitor orientation, and inter-functional coordination, with subsequent studies 
focusing on the concurrent effects of these components (e.g., Han, Kim, & Srivastava, 
1998).  More recent research indicates that these three elements behave differently and 
should be treated as distinct constructs (Gatignon & Xuereb, 1997; Lukas & Ferrell, 
2000) contrary to assertions that firms should not adjust their customer and competitor 
orientations to match market conditions (e.g., Slater & Narver, 1994, 1998). Studies 
(Zhou et al., 2007) identify that customer and competitor orientations behave differently, 
and that their performance impacts vary across different market conditions, a finding 
consistent with prior argument (Gatignon & Xuereb, 1997; Voss & Voss, 2000). Narver 
and Slater (1990) also called for future research to focus on each of these distinct 
elements. In light of these views (Gao et al., 2007; Gatignon & Xuereb, 1997), a 
disaggregated view of market orientation is taken in the present thesis, through the 
utilization of competitor orientation in a multidimensional definition of strategic 
orientation. 
 
Competitor Orientation 
In general, competition represents turbulence, stress, risk, and uncertainty (Khandwalla, 
1973, p.285), and exists in a number of forms, namely price, market, and product 
competition. Competitive effects play an important role in the strategy of firms (Porter, 
1980, 1985). The concept of competitive orientation refers to the extent to which a firm 
will go to differentiate itself from competition (Balakrishnan, 1996; Narver & Slater, 
1990). Firms need a strong competitor orientation to match the high competitive level of 
the markets in which they compete (Gao et al., 2007, p.6). Competitor-oriented firms 
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compare their business with that of their competitors in terms of resources, cost positions, 
and financial performance (Day & Nedungadi, 1994), and have an ability to react swiftly 
and effectively to competitive threats owing to a high degree of internal integration, 
coordination and communication. Moreover, companies with a strong competitive 
emphasis give attention to cost efficiencies (Gatignon & Xuereb, 1997). Notwithstanding, 
studies (Ge & Ding, 2005) also report that a competitive orientation can have a negative 
influence on firm performance under certain contexts.  
 
While the present researcher recognizes the relevance of customer orientation and inter-
functional coordination, for the purposes of the present thesis, competitive orientation is 
employed to focus on how fast growth companies sense their highly competitive 
environment, and how a competitive focus influences strategic behavior. Research (Tan, 
2007) stresses the importance of understanding customers, particularly in the case of 
small firms as they strive to gain advantage. However, Zhou et al. (2005b) noted that an 
overemphasis on customers can culminate in strategic shortsightedness. Gao et al. (2007) 
highlighted that maintaining a customer orientation in changing environments can effect 
firm performance negatively, recommending that such conditions are better suited for 
competitor and technological orientations. Moreover, market-oriented cultures have been 
associated with aversions to risk adoption, leading companies to a so-called tyranny of 
the served market (Hamel & Prahalad, 1991, p.83). Finally, Gatignon and Xuereb (1997) 
recommended a competitor orientation for firms operating in high-growth markets 
(emphasis added). 
 
As Porter (1980) espoused, detailed knowledge of competitors allows for better 
prediction of competitor’s possible and likely responses to sellers’ possible future 
strategies. In addition to predictive accuracy, a strong competitive orientation can aid in 
identifying competitor’s weaknesses, providing opportunities that can be exploited (Perry 
& Shao, 2005). Building a culture that emphasizes learning is pivotal when competing for 
advantage (Baker & Sinkula, 1999a; Tan, 2007), therefore both competitor and learning 
orientations are incorporated in the present researcher’s multidimensional 
conceptualization of strategic orientation.  
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Learning Orientation 
Organizations that are competent learners continuously acquire, process, and disseminate 
knowledge about markets, products, technologies, and business processes throughout 
their enterprises (Baker & Sinkula, 1999b). Through this learning, firms are able to 
modify their behavior, adapt and change their cultures, reflecting the introduction of new 
knowledge and insights. Sinkula, Baker, and Noordewier (1997) referred to three values 
associated with learning orientation: Commitment to learning, open-mindedness, and 
shared vision. Sinkula (2002) later added a fourth value to this framework: Intra-
organizational knowledge sharing. These values are said to: 
 
…contribute to an organizational culture whereby individuals feel the need 
to understand cause and effect relationships, surface and question long-
standing assumptions, beliefs, and routines, and share a sense of purpose 
and direction that motivates learning (Celuch, Kasouf, & Pemvemb, 2002, 
p.547). 
 
A learning oriented culture is seen as a competitive advantage (Day, 1994; Slater & 
Narver, 1995) for two reasons. First, anticipatory actions are critical because of the 
acceleration of market and technological changes, and the explosive abundance and 
availability of market data. Learning is a competency-based source of advantage because 
of its complexity, usefulness, and difficulty to imitate (Day, 1994; Sinkula et al., 1997; 
Slater & Narver, 1995). Slater and Narver (1995) argued that learning facilitates 
behavioral change, leading to improved performance. Baker and Sinkula (1999b) later 
verified this proposition, finding that learning orientation is significantly related to 
business performance.  
 
As firms learn to make sense of their markets, they develop rules for processing 
information which influences their internal and external actions (Sinkula et al., 1997). 
Day (1994) contended that firms which excel in continuous learning about their markets 
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are in a better position to anticipate changes. An ability to learn faster than competitors 
might be the only source of sustainable competitive advantage (De Geus, 1988). Indeed, 
Lukas, Hult & Ferrell (1996, p.233) argued that organizational learning is considered by 
many scholars as a key to future organizational success. That is, an ability to learn is a 
priority for organizations that wish to compete effectively (Farrell, 1999).  
 
Smith et al. (1991) concluded that firms with high externality (many marketing and 
customer service employees) are more likely to possess rich information on competitive 
actions and their environment through which to build a competitive advantage. Perhaps 
surprisingly, Thornhill and Amit (1998) found that high-knowledge in competitive 
service industries can inhibit growth in young firms. 
 
Day (1990) opined that sooner or later all market areas lose their lustre, as sales growth 
stagnates, profit margins are squeezed, and competition intensifies. Management cannot 
wait until this has happened to take action (p.13), making continuous learning a vital part 
of company culture. As with market orientation literature, a pure learning focus can be 
problematic because of its so-called inside-out orientation (Day, 1994), emphasizing the 
need for complementary outside-in orientations, such as technological orientation.  
 
Technological Orientation 
With rapid diffusion of technologies in a vast array of industries, firms are constantly 
faced with pressures to strengthen and update their technological base, regardless of their 
size or industry, in order to improve or maintain their competitive advantage. As a result 
researchers (Zhou & Li, 2007) believe technological orientations are critical components 
of strategic orientation aiding in the success of modern businesses. There is a dearth of 
literature incorporating technological orientation. Having said that, Han, Kim, and Kim 
(2001) view technological orientation as a key facet of corporate culture (p.4), in today’s 
competitive business environment. Technological orientation, sometimes referred to as 
innovation orientation (Zhou & Li, 2007), can be described as a proactive adoption of 
new technologies for new products and business operations, including behaviors such as 
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substantial investment in R&D, use of sophisticated technologies in new product 
development, rapid integration of new technologies, and pro-active acquisition of new 
technologies and generation of new product ideas (Slater et al., 2007, p.6). Although 
technological orientation has not typically been part of the strategic orientation research 
stream, increased research emphasis (Gao et al., 2007; Slater et al., 2007; Voss & Voss, 
2000), coupled with all-pervading market level pressures on firms to become 
technologically focused (Tiessen et al., 2001), validate its inclusion. Of particular 
importance to the present thesis, Gatignon and Xuereb (1997) recommended adopting a  
technological orientation under rapidly changing, uncertain conditions. 
 
Technological orientation should lead to the development of more innovative, 
technologically superior products compared to those offered by competitors (Jeong et al., 
2006). Such technological superiority provides firms with potential for substantial 
competitive advantage that cannot be readily imitated by competitors (Gatignon & 
Xuereb, 1997; Jeong et al., 2006). Extant literature (Derozier, 2003; Gatignon & Xuereb, 
1997; Han et al., 2001; Han et al., 1998; Voss & Voss, 2000) in technological orientation 
has focused largely on its role in organizational innovation, new product success, and 
firm performance.  
 
In summary, discordant findings on the heavily researched link between strategic 
orientation and firm performance has researchers recognizing the need for a more 
comprehensive model understanding the dynamics of these relationships. The proposed 
model suggests a mediating role of strategic behavior in this link, as, according to Ge and 
Ding (2005), corporate abilities to succeed depend not only on implementation 
efficiencies but also on developing and strengthening the firm’s strategic posture (p.116).  
 
Venkatraman’s Strategic Behavior Conceptualization 
As mentioned previously, behavioral definitions of fast growth firms (Ireland & Hitt, 
1997; Upton et al., 2001) are consistent with Miller’s (1983) interpretation of an 
entrepreneurial firm and Morris and Paul’s (1987) early conceptualization of an 
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entrepreneurial orientation, that is, top management have a propensity to take calculated 
risks, and be innovative and proactive. Lumpkin and Dess (1996) later added the 
tendency for entrepreneurial firms to act with competitive aggressiveness to this 
definition.  
 
Venkatraman’s (1989b) proposed STROBE scale (Strategic Orientation of Business 
Enterprises) consists of identifying characteristic features, known as dimensions, of 
strategic behavior. In this way, comparisons can be made between firms in the relevant 
dimensions mentioned. Venkatraman (1989b) referred to these dimensions as ‘strategic 
orientations’, with subsequent studies using the terms ‘competitive strategy’ (Morgan & 
Strong, 1998) and ‘strategic behavior’ (Santos-Vijande et al., 2005) interchangeably. For 
the purpose of the present study, these dimensions will be referred to as strategic 
behaviors from this point forward.   
 
This framework has since formed the basis for a number of studies (e.g., Chan, Huff, 
Barclay, & Copeland, 1997; Ensley & Pearce, 2001; Morgan & Strong, 1998, 2003; 
Santos-Vijande et al., 2005), in a variety of contexts, such as emerging economies 
(Kuekam, 2007; Luo, 1999; Tan & Litschert, 1994). The present research examines 
relationships between levels of each of the aforementioned strategic orientations, and the 
dimensions of Venkatraman’s STROBE construct used to measure six dimensions of 
strategic behavior: Aggressiveness, analysis, defensiveness, futurity, proactiveness, and 
riskiness, explained briefly below. 
 
Aggressiveness. Competitive aggressiveness refers to a firm's propensity to directly and 
intensely challenge its competitors to achieve entry or improve position, that is, to 
outperform industry rivals in the marketplace (Lumpkin & Dess, 1996, p.148), through 
the deployment of resources at a relatively faster rate than competitors (Fombrun & 
Ginsberg, 1990). Advantage is accomplished through product innovations and/or market 
developments, aggressive pricing, or ‘explosive’ moves to strengthen market share or 
competitive position (e.g., high investments such as mergers or acquisitions). Firms are 
more likely to employ competitive aggressiveness if they had staked out a niche for 
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themselves, and seek to protect it from the threat of new entrants (Lumpkin & Dess, 
2001, p.435).  
 
Analysis. This dimension reflects firms’ knowledge building capacities and enabling 
processes for organizational learning, encouraging focused strategic decision-making 
(Morgan & Strong, 2003). Analysis is an important characteristic of organizational 
problem solving and entails complete understanding through acquisition and 
dissemination of knowledge from both internal and external environments (Miller & 
Friesen, 1984). Drawing parallels to comprehensiveness processes (Fredrickson, 1984), 
Morgan and Strong (1998) identified analysis as a critical component of strategic 
behavior, ensuring fit between organizational strategy and competitive environments. 
This dimension is not to be confused with Miles and Snow’s (1978) Analyzer subtype. 
 
Defensiveness. Defensiveness reflects a firm’s strategic behavior through defending or 
maintaining their current competitive position. Defensive behavior is manifested by a 
firm’s orientation towards efficiency maximization and cost reduction (Venkatraman, 
1989b). Griffin and Page (1996) observed that Defenders focus on effectiveness and 
efficiency and not on product development growth. Defensive firms are internally 
oriented (Luo, Tan, & O'Connor, 2001), deflecting attention away from the external 
environment (Morgan & Strong, 1998, p.1057). Furthermore, defenders are focused on 
improving existing operations and strategies (Speed, 1993) with little regard for 
development outside their specified target market (Miles & Snow, 1978), defending their 
position against potential competitive attacks.  
 
Futurity. Futurity, as with the concept of strategy, centers on a firm’s interest in 
anticipating competitive conditions, and positioning accordingly. Based on deep insights 
about the trends in technology, demographics, regulation and lifestyles that can be 
harnessed to rewrite industry rules and competitive space (Hamel & Prahalad, 1994, 
p.76), such organizations are characterized by their long term or futuristic outlook 
(Marion, 2006). Although prediction of evolving environments is extremely complex and 
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uncertain, a long-term vision is still crucially important in strategy (Piercy & Morgan, 
1994).  
 
Proactiveness. This dimension reflects a firm’s proactive behavior in relation to: 
responding to environmental change (Miles & Snow, 1978), participating in emerging 
industries (Venkatraman, 1989b), and enabling advantage through the proactive pursuit 
of rapidly growing opportunities (Morgan & Strong, 1998; Slater & Narver, 1993). 
Proactiveness involves taking the initiative in an effort to shape the environment to one’s 
own advantage (Chen & Hambrick, 1995, p.457). Venkatraman’s (1989b) proactiveness 
dimension closely resembles ideas suggested by Miles and Snow’s (1978) prospector 
subtype, of which they state: 
 
…the Prospector's prime capability is that of finding and exploiting new 
products and market opportunities... Prospectors are frequently the creators 
of change in their respective industries. Change is one of the major tools 
used by the Prospector to gain an edge over competitors (pp.551-553). 
 
Proactive companies can create first-mover advantages, target premium market segments, 
and ‘skim’ the market ahead of competitors (Zahra & Covin, 1995). Studies (Wright, 
Kroll, Pray, & Lado, 1995a) have observed proactive firms’ responsiveness to market 
signals (e.g., consumer’s changing needs) contribute to their high performance. 
Moreover, value can be created when organizations become more proactive with respect 
to customer needs (Nasution & Mavondo, 2008, p.482).  
 
Riskiness. risk-taking mirrors a manager’s willingness to allocate large quantities of 
resources to ventures where the cost of failure might be high (Lumpkin & Dess, 1996; 
Miller & Friesen, 1978); or when outcomes are unknown (Wiklund & Shepherd, 2003). 
However, risk is often calculated and moderated, encouraging organizations to innovate 
and to search for new business opportunities (Day, 1994), utilizing particular 
entrepreneurial skills of management. Managing risk intelligently is an important 
ingredient for success in fast growth companies (Norman, 1985). Timely risk-taking has 
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been associated with strategic decision speed, both being subsequently linked to 
improved business performance (Eisenhardt, 1989). Hughes and Morgan (2007) added 
that:  
 
Without a degree of risk-taking, firms delay or refrain from introducing 
innovations, from undertaking exploitative activities and react 
conservatively to changing market conditions. The result would be weaker 
performance as the firm would do little to seize customer and market 
opportunities (p.653). 
 
Moreover, organizations can be more willing to embrace risks in delivering value to 
customers (Nasution & Mavondo, 2008, p.482). Venkatraman’s (1989b) firm level 
approach to the measurement of risk is well accepted (Lumpkin & Dess, 1996), asking 
managers the extent to which they follow tried-and-true paths or tend to support only 
projects in which the expected returns are certain.  
 
Relationships between Strategic Orientation and Strategic Behavior 
Resource-based theory views firm-specific resources, as the drivers of a firm’s business 
strategy (Ekeledo & Sivakumar, 2004, p.69), making it surprising that little research 
attention is given to links between strategic orientation and strategic behavior. Extant 
research tends to examine causal influences of market orientation (Ge & Ding, 2005; 
Morgan & Strong, 1998; Santos-Vijande et al., 2005; Slater & Narver, 1996) in 
recognition of marketing’s contribution to strategic management and strategy selection 
(Day, 1994; Day & Wensley, 1988; Hunt & Morgan, 1995). 
 
Drawing upon Porter’s (1980) generic strategies, Slater and Narver’s (1996) examination 
of 228 manufacturing firms in Midwestern America, revealed positive associations 
between market orientation and focus, differentiation, market proactiveness, and low-cost 
strategies, providing evidence that market driven businesses tend to be innovative, 
focused, and flexible. Similarly, Ge and Ding (2005) investigated the mediating role of 
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strategy in the market orientation – firm performance link, on a sample of 371 Chinese 
industrial firms. Taking a disaggregated view of market orientation, these researchers 
found positive, causal relationships between competitor orientation and innovation, and 
cost leadership strategies, indicating that firms turn to these strategies to compete (p.135), 
emphasizing the point that competitive rigor shapes firm strategy and capabilities 
(Henderson & Mitchell, 1997).  
 
Moreover, studies investigating these associations have also employed Venkatraman’s 
(1989b) dimensions of strategic behavior. Morgan and Strong’s (1998) study of UK 
medium-to-large industrial manufacturing firms, found that possessing a market 
orientation impacts positively on strategic behaviors, including proactiveness, analysis, 
and futurity. Indicating that a market oriented culture is related to a proactive search for 
marketplace opportunities; a problem solving, analytical approach to organizational 
learning; and long term planning and future positioning considerations (p.1067). Santos-
Vijande et al. (2005) extended this investigation through applying this model to a sample 
of 272 Spanish medium-to-large manufacturing firms. Findings showed positive links 
with five of Venkatraman’s (1989b) six dimensions (aggressiveness, analysis, 
defensiveness, futurity, proactiveness). Disparity in these outcomes can be attributed to 
methodological differences. For example, Morgan and Strong’s utilized Narver and 
Slater’s (1990) market orientation measure, as opposed to Kohli and Jaworski’s (1993) 
scale employed in the latter study.  
 
Although empirical research has predominantly focused on the development of strategic 
behaviors in market driven companies, Halawi et al. (2006) suggested that learning and 
knowledge (e.g., on customers, competitors, industry entrances and exits, suppliers, 
technologies, regulators, regulations) can be linked to strategic development. Learning 
organizations are regarded as holding a competitive advantage over competitors (Garvin, 
1993). Technologically-orientated firms can have a competitive advantage in terms of 
technology leadership and through offering new, innovative products (Gao et al., 2007; 
Hamel & Prahalad, 1994). Technology-oriented firms are regarded as proactive 
innovators, whereby creativity and invention are the organizational norms and values 
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that guide its activities and strategies (Zhou et al., 2005b, p.46). In supporting evidence, 
Covin and Slevin (1991) stated that clearly, the culture of an organization can strongly 
affect entrepreneurial posture (p.17), in their development of a conceptual model of 
entrepreneurship. 
 
Accordingly, it is hypothesized that (Minor hypotheses relating to H1, H2, and H3 are 
presented in Tables 2.3, 2.4, and 2.5.): 
 
H1: Competitor orientation impacts positively on strategic behavior 
 
Table 2.3 H1 minor hypotheses 
Competitor orientation impacts positively on 
 
H1a: aggressiveness 
 
H1b: analysis 
 
H1c: defensiveness 
 
H1d: futurity 
 
H1e: proactiveness 
 
H1f: riskiness 
 
H2: Learning orientation impacts positively on strategic behavior 
 
Table 2.4 H2 minor hypotheses 
Learning orientation impacts positively on 
 
H2a: aggressiveness 
 
H2b: analysis 
 
H2c: defensiveness 
 
H2d: futurity 
 
H2e: proactiveness 
 
H2f: riskiness 
 
H3: Technological orientation impacts positively on strategic behavior 
 
Table 2.5 H3 minor hypotheses 
Technological orientation impacts positively on 
 
H3a: aggressiveness 
 
H3b: analysis 
 
H3c: defensiveness 
 
H3d: futurity 
 
H3e: proactiveness 
 
H3f: riskiness 
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Firm Performance 
Research on firm performance measurement is derived from a wide spectrum of 
disciplines, including accounting, economics, human resource management, marketing, 
operations management, psychology, strategic management, and sociology (Marr & 
Schiuma, 2003). Specifically, the concept of business performance is at the center of 
strategic management as it tests the viability of any strategy (Venkatraman & 
Ramanujam, 1986), although conceptual and measurement issues underlie much 
discussion. Relevant literature indicates that organizational performance is a multifaceted 
construct that includes financial and operational domains (Venkatraman & Ramanujam, 
1986), which might explain the increased interest in frameworks such as Kaplan and 
Norton’s balanced scorecard (1992; 1993; 1996; 2005). Financial measures are 
represented by accounting measures and economic performance (e.g., sales and growth), 
whereas operational measures refer to the operational success factors that might lead to 
financial performance (e.g., customer satisfaction, quality, market share or new product 
development) (Gonzalez-Benito & Gonzalez-Benito, 2005).  
 
According to Delmar et al. (2003), researchers should measure different forms of growth 
with different growth measures (p.190). Bharadwaj et al. (1993) warned that accounting 
measures can be misleading because their (1) inadequate handling of intangibles and (2) 
improper valuation of sources of competitive advantage (p.87). As firm performance is 
multidimensional in nature, it is suggested that accounting-based measures be combined 
with market-based assets in order to generate a more composite assessment of 
performance (Srivastava, Shervani, & Fahey, 1998), incorporating issues both on and off 
the balance sheet (Kaplan & Norton, 1996). However, Morgan and Strong (2003) noted a 
recent trend towards reporting financial performance as it is at the core of the business 
performance domain. Moreover, new product success is an alternative dimension of 
performance, involving a firm’s ability to adapt to changing conditions and opportunities 
in the environment (Baker & Sinkula, 1999b; Ruekert, Walker, & Roering, 1985; Vorhies 
& Harker, 2000; Walker & Ruekert, 1987), and has attracted increased attention in 
studies (e.g., Atuahene-Gima & Ko, 2001; Ge & Ding, 2005; Voss & Voss, 2000) 
relating to the consequences of strategic orientation.  
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Firm performance can also be measured subjectively and objectively (Dawes, 1999). The 
former via respondents who are each asked to assess their respective company's 
performance relative to that of their competitors (e.g., Covin, Prescott, & Slevin, 1990), 
and the latter either by asking respondents to report absolute values of performance or via 
secondary sources (e.g., Venkatraman & Ramanujam, 1986). While investigators have 
found consistency (Han et al., 1998), and positive associations (Shoham, 1998) between 
subjective and objective measures, over 50% of studies reviewed by Gonzalez-Benito and 
Gonzalez-Benito (2005) reveal stronger relationships for subjective measures. However, 
analysis of performance outcomes can be biased by ‘halo effects’ (Brown & Perry, 1994), 
where response style or the desire to communicate a positive image can lead to false 
correlations between both concepts when single respondents are used (Gonzalez-Benito 
& Gonzalez-Benito, 2005). This limitation can be addressed, in part, by measuring for 
social desirability (Crowne & Marlowe, 1960).  
 
On the contrary, studies (e.g., Atuahene-Gima & Ko, 2001; Voss & Voss, 2000) have 
also reported stronger associations for objective than for subjective performance 
measures, although these assessments are viewed as difficult to obtain (Shoham, 1998), 
or insufficiently reliable (Gonzalez-Benito & Gonzalez-Benito, 2005). In order to capture 
the multidimensionality of firm performance (Chakravarthy, 1986; Venkatraman & 
Ramanujam, 1986), the present research utilizes three dimensions: new product success, 
market performance, and financial performance.  
 
Relationships between Strategic Behavior and Firm Performance 
Research involving the strategy-performance relationship abounds (Miller & Dess, 1993), 
although findings incorporating the STROBE measures demonstrate some inconsistency. 
In their study of 149 medium-to-large, high technology, industrial manufacturing firms, 
Morgan and Strong (2003) concluded that firms holding conservative (i.e., defensiveness, 
analysis, and futurity) strategic behaviors exhibit high levels of business performance. 
Similarly, Tan and Litschert (1994) examined 89 firms from the electronics industry (an 
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industry characterized by its environmental turbulence) in northern China. Being a 
centrally planned economy, the researchers found that firms were more likely to adopt 
defensive strategies and avoid proactive strategies, including attributes such as risk-
taking and futurity. Furthering this research with a slightly larger sample size (n = 201) 
Lukas et al. (2001) concluded that both prospective (risky, aggressive behaviors) and 
protective (analytical, defensive behaviors) strategic postures positively influence firm 
performance, although the latter demonstrated stronger predictive ability. Providing an 
alternative viewpoint, Kuekam’s (2007) doctoral dissertation furthered the work of Tan 
and Litschert (1994) by applying their model within the context of Cameroon. Salient 
findings included negative associations between analysis and firm performance.  
 
In their investigation into information systems strategic alignment, Chan et al. (1997) 
applied their conceptual model (building upon the works of (Venkatraman, 1989b)) to 
North American firms operating in the financial services and manufacturing industries 
(both information intensive environments). Findings indicated the positive influence of 
analysis on financial performance, whereas risk aversion reported negative effects. 
Eisenhardt (1989) found that analytical systems and procedures are related positively to 
performance in high-velocity environments. Moreover, in the examination of  
environmental munificence, strategic posture, and performance in the restaurant industry, 
Jogaratnam (1996) reported that analysis enhances firm performance. Aggressiveness 
projected a large negative effect. Other dimensions (futurity, risk-taking) were found to 
have nonsignificant effects.  
 
Utilizing an aggregated measure of strategy behavior, Escribá-Esteve, Sánchez-Peinado, 
and Sánchez-Peinado (2008) reported that postures combining aggressiveness, 
proactiveness, strategic analysis of information, and risk-taking behaviors, maintain 
better levels of performance than companies not oriented towards these types of behavior. 
These researchers highlighted the complexity of the relationship between strategic 
behavior and firm performance, providing further justification of the multidimensional 
approach used in the present thesis. Notwithstanding, their investigation concluded that 
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the value of adopting a certain strategic behavior is largely determined by the 
characteristics of the environment (p.479). 
 
Based on a meta-analysis of research incorporating the entrepreneurial orientation – firm 
performance link, Rauch et al. (2004) indicated that through taking a disaggregated view 
of entrepreneurial orientation (e.g., Lumpkin & Dess, 1996; Merz & Sauber, 1995), 
proactiveness and competitive aggressiveness demonstrate positive significant 
relationships with performance. However, effect sizes for risk-taking (nonsignificant) and 
aggressiveness were small. For example, Hughes and Morgan (2007) concluded that 
proactive strategies have positive associations with product and customer performance in 
young, high-technology firms. But, the influence of risk-related and aggressive strategies 
is nonsignificant. Scholars have long advocated the use of proactive strategies in the 
pursuit of superior performance (Miller, 1983; Miller & Friesen, 1983). For example, 
Wright et al. (1995a) reported that high performance returns for proactive firms can be 
attributed to their ability to identify and respond to market signals.   
 
Santos-Vijande et al. (2005) also reported positive associations between proactiveness 
and firm performance for medium-to-large manufacturing firms. Using a small sample (n 
= 63) from Southern China, Luo (1999) found a positive link between proactive strategies 
and performance (cf. Tan & Litschert, 1994). Findings involving risk-oriented initiatives 
were nonsignificant.  
 
Investigators have reported equivocal associations between the proclivity to take risks 
and firm performance (e.g., Begley & Boyd, 1987). Bromiley (1991) concluded that 
firms showing risk-taking behavior can reduce subsequent performance levels. On the 
other hand, researchers (Hughes & Morgan, 2007; Miller & Friesen, 1982) believe that an 
aversion to risk renders firms passive to developing new market opportunities which is 
likely to deteriorate performance in an age of rapid change. 
 
Relatively few studies are available hypothesizing relationships between competitive 
aggressiveness and firm performance. Notwithstanding, Lumpkin and Dess (2001) found 
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a negative (yet nonsignificant) relationship between aggressiveness and sales growth. 
Similarly, Hughes and Morgan (2007) reported that this dimension has a nonsignificant 
impact on customer and product performance. However, in markets characterized by 
turbulence and competitive intensity, normative studies recommend aggressive strategic 
behaviors that generate performance payoffs in sales growth and profitability (Covin & 
Slevin, 1991; Zahra, 1993a). Aggressiveness can improve performance because an 
emphasis on out-doing and out-maneuvering competitors can strengthen firm's 
competitiveness at the expense of rivals (Hughes & Morgan, 2007; Lumpkin & Dess, 
1996).  
 
Methodological considerations based on environmental and cultural context, including 
the differing market conditions of China (Tan & Litschert, 1994), Cameroon (Kuekam, 
2007), and the United Kingdom (Morgan & Strong, 2003), pose as possible explanations 
for variation in results. Use of a diverse range of performance measures is another 
explanation and also makes it difficult to compare empirical results. For example, Santos-
Vijande et al. (2005) conceded that their aggregated measure of performance contributed 
to nonsignificant direct effects. However, in light of these mixed results, it is 
hypothesized that (Minor hypotheses relating to H4 are presented in Table 2.6.): 
 
H4: Strategic behavior impacts positively on firm performance 
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Table 2.6 H4 minor hypotheses 
Aggressiveness impacts positively on 
 
H4a: new product success    
 
H4b: market performance    
 
H4c: financial performance 
Analysis impacts positively on 
 
H4d: new product success    
 
H4e: market performance    
 
H4f: financial performance 
Defensiveness impacts positively on 
 
H4g: new product success    
 
H4h: market performance    
 
H4i: financial performance 
Futurity impacts positively on 
 
H4j: new product success    
 
H4k: market performance    
 
H4l: financial performance 
Proactiveness impacts positively on 
 
H4m: new product success    
 
H4n: market performance    
 
H4o: financial performance 
Riskiness impacts positively on 
 
H4p: new product success    
 
H4q: market performance    
 
H4r: financial performance 
 
 
Environmental Turbulence Moderators 
A highly turbulent environment is a challenging environment because of its blend of 
uncertainty and opportunity, tending to attract entrepreneurs and risk-takers 
(Khandwalla, 1977, p.334). As mentioned, the present thesis incorporates research from 
strategic management and marketing. The effect of contingent environment variables (in 
the form of moderators) on dependent variables (usually performance related) is a major 
point of debate in both disciplines. However interpretations of environmental 
characteristics have developed separately. Strategic management is replete with the 
terms, including hostility (e.g., Miller, 1987), uncertainty (e.g., Wernerfelt & Karnani, 
1987), heterogeneity (e.g., Miller, 1987), complexity (e.g., Child, 1972; Dess & Beard, 
1984; Thompson, 1967), and dynamism (e.g., Dess & Beard, 1984; Miller, 1987; Zahra, 
1993b). By way of contrast, terminology consistent with marketing literature includes, 
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market turbulence (e.g., Han et al., 1998; Pelham & Wilson, 1996; Slater & Narver, 
1994), technological turbulence (e.g., Han et al., 1998; Jaworski & Kohli, 1993; Narver 
& Slater, 1990), competitive intensity (e.g., Atuahene-Gima, 1995; Jaworski & Kohli, 
1993; Pelham & Wilson, 1996), and demand uncertainty (e.g., Gatignon & Xuereb, 
1997). Of particular note is the observation that studies employing environmental 
measures from both branches of literature have emerged over the previous decade (e.g., 
Voss & Voss, 2000). 
 
Strategy originates from a firm’s constant need to meet ever changing environmental 
conditions (Jogaratnam, 1996; Santos-Vijande & Alvarez-Gonzalez, 2007; Wright et al., 
1995b), suggesting a contingent relationship. Obtaining and sustaining a competitive 
advantage depends, in part, on environmental forces encountered, and firms’ abilities to 
maintain optimal positioning in the market (Porter, 1980, 1985). Consistent with 
marketing literature, and in support of the present shift of introducing environmental 
measures from alternate streams into strategic management research (Voss & Voss, 
2000), Jaworski and Kohli’s (1993) interpretation of environmental turbulence (market 
turbulence, technological turbulence, competitive intensity) is incorporated in the present 
research. 
 
Market turbulence. Market turbulence (MT) refers to the rate of change in the 
composition of customers and their preferences (Jaworski & Kohli, 1993, p.57). 
Organizations operating in turbulent markets are more likely to need to modify their 
products and services continually to satisfy their customers. Hult et al. (2004) take the 
view that market turbulence reflects rapidly changing buyer preferences, wide-ranging 
needs and wants, ongoing buyer entry and exit from the market place, and a constant 
emphasis on offering new products. A number of researchers have argued that market 
turbulence influences relationships among firm culture, strategy, and performance (e.g., 
Jaworski & Kohli, 1993; Miller, 1987; Slater & Narver, 1995).  
 
Technological turbulence. Technological turbulence (TT) encompasses the rate of 
technological advances within an industry. Technology continues to fuel environmental 
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change (Lichtenstein & Brush, 2001). Andersson (2003) noted that the structure of 
industries creating favorable environments for growth, particularly as technology is 
changing rapidly, citing that it is essential to invest in product development to be at the 
forefront of technology (p.187), in order to be competitive in the world market.  
 
Competitive intensity. Competitive intensity (CI) relates to the degree of competition 
faced by firms. Intense competition is generally characterized by severe marketing 
activities such as price wars, increased advertising, diverse product alternatives, and 
added services (Porter, 1980), whilst customers are replete with product and service 
options (Jaworski & Kohli, 1993). In highly competitive markets, firms face attacks from 
competitors of different strategic dimensions. In turn, enterprises must show high market 
responsiveness to monitor competitive moves, identify strengths and weaknesses, 
develop their own competitive strategies, and anticipate and respond to competitors’ 
actions (Gatignon & Xuereb, 1997). Slater and Narver (1999) explained that because of 
the substantial impact that any one leading competitor can have on competitive intensity, 
a competitor emphasis is essential (p.144).  
 
As mentioned at the beginning of this section, competitive environment 
conceptualizations within strategic management and marketing literature have developed 
independently, although consistency can be found when comparisons are made between 
definitions. For example, Miller and Friesen (1984) defined dynamism as manifested by 
the unpredictability and change in customer tastes (MT), production or service 
technologies (TT), and the modes of competition in the firm’s principal industries (CI) 
(p.277). Furthermore, their definition of environmental hostility is evidenced by price, 
product, technological, and distribution competition (CI), severe regulatory restrictions, 
shortages of labor or raw materials, and unfavorable demographic trends (such as 
drying up of markets) (MT) (Miller & Friesen, 1984, p.277). Thus, Jaworski and Kohli’s 
(1993) interpretation of environmental turbulence reemphasizes the fine-grained 
approach taken in this thesis.  
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Studies in the marketing discipline propose that the impact of market orientation on 
performance is moderated by environmental factors (Kohli & Jaworski, 1990), although 
empirical results have been mixed, finding equivocal (Slater & Narver, 1994), 
nonsignificant (Greenley, 1995; Jaworski & Kohli, 1993), and significant effects 
(Diamantopoulos & Hart, 1993; Gatignon & Xuereb, 1997). In their recent meta-analysis, 
Kirca et al. (2005) found insufficient evidence to support the moderating roles of these 
three environmental variables. Gao et al. (2007) attributed research settings as a reason 
for this inconsistency, conceding however, that when the research contexts are dynamic 
(e.g., Gatignon & Xuereb, 1997; Voss & Voss, 2000), the value of strategic orientations 
might be contingent upon external environments, providing justification for their testing 
in fast growth environments.  
 
There appears to be limited empirical research investigating the moderating role of 
environment on strategic orientation – strategic behavior linkages. Having said that, 
dynamic environments are found to encourage entrepreneurial behavior (Miller, Droge, & 
Toulouse, 1988), whilst innovative, risk-taking behaviors are also associated with market 
uncertainty (Pierce & Delbecq, 1977). Over 25 years ago, Miller and Friesen (1983) 
maintained that hostile or dynamic environments intensify and complicate challenges 
presented to firms. Greater analytical effort must therefore be devoted to understanding 
these threats (Khandwalla, 1973). Miller and Friesen (1983) found that within dynamic 
markets, successful firms create innovative, analytical responses to change. Whilst it was 
found that the level of analysis did not change in successful firms when competitive 
intensity was high, Miller and Friesen concluded that perhaps successful firms are 
already aware of their environments, and the intensity of the competition per se poses few 
additional information processing requirements (p.229). This conclusion is in line with 
Hult et al. (2004), who suggested growing firms must maintain a level of learning 
orientation, regardless of the state of external environments. Similar assertions must be 
made for maintaining a technological orientation in increasingly global environments 
characterized by rapid technological change. While scholars (Narver & Slater, 1990) 
uphold that market orientation must be omnipresent, and enduring, Hult et al. (2004) 
inferred that under high environmental turbulence, managers can leverage their 
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competitor orientation. In light of this finding, it is hypothesized that (Minor hypotheses 
relating to H5 are presented in Table 2.7.): 
 
H5: Environmental turbulence moderates the strength of relationships between 
competitor orientation and strategic behaviors (aggressiveness, defensiveness, 
analysis, futurity, proactiveness, riskiness) 
 
Table 2.7 H5 minor hypotheses 
Market turbulence moderates the strength of relationships between competitor 
orientation and 
 
H5a: aggressiveness 
 
H5b: analysis 
 
H5c: defensiveness 
 
H5d: futurity 
 
H5e: proactiveness 
 
H5f: riskiness 
Competitive Intensity moderates the strength of relationships between competitor 
orientation and 
 H5g: aggressiveness 
 H5h: analysis 
 H5i: defensiveness 
 
H5j: futurity 
 
H5k: proactiveness 
 
H5l: riskiness 
Technological turbulence moderates the strength of relationships between 
competitor orientation and 
 
H5m: aggressiveness 
 
H5n: analysis 
 
H5o: defensiveness 
 
H5p: futurity 
 
H5q: proactiveness 
 
H5r: riskiness 
 
 
The moderating effect of environment on strategic behavior - firm performance 
relationships is a heavily debated issue in strategic management. Covin and Slevin’s 
(1989) early work on the management practices of small firms concluded that an 
entrepreneurial strategic posture (aggressiveness, proactiveness, risk-taking), contributes 
to high performance in hostile environments. Studies (e.g., Lindelöf & Löfsten, 2006; 
Miles, Covin, & Heeley, 2000) have since taken the view that the relationship between 
strategic posture and firm performance is moderated by environmental conditions. For 
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example, Zahra (1993b) reported a strong positive relationship between entrepreneurial 
behavior and financial performance among firms in dynamic growth environments. These 
relationships were largely negative among firms operating in static environments. 
Similarly, Miller (1988) concluded that innovative strategies (characterized by product 
and technological innovation, top management risk-taking, and proactiveness) in 
uncertain (unpredictable, dynamic) environments are associated with higher performance. 
Yeoh (1994) posited that in uncertain environments, entrepreneurial firms, unlike 
conservative firms, are more likely to be innovative in terms of entering new markets. 
More recently, research (Alpkan, Yilmaz, & Kaya, 2007; Escribá-Esteve et al., 2008) has 
concluded that proactive behaviors can lead to success for SMEs confronted with 
turbulent, challenging environments. 
 
The literature on the entrepreneurship – environment fit suggests that conservative and 
entrepreneurial firms manifest quite different characteristics in coping with their 
environments (Lindelöf & Löfsten, 2006, p.388). According to Covin and Slevin (1989), 
conservative approaches (e.g., defensive, analytical, future-oriented) are more beneficial 
in benign (nonhostile) environments. This was later confirmed by Yeoh and Jeong 
(1995), concluding that conservative firms are likely to achieve export success in benign 
environments.  
 
Miller and Friesen (1983) offered an alternative view. These researchers found that, 
relative to samples of poor performers, successful firms demonstrate more negative 
correlations between environmental hostility and innovation. Demonstrating links 
between entrepreneurial posture and performance might be much less positive or even 
negative in benign environments, suggesting extensive risk taking, forceful proactiveness, 
and a strong emphasis on novelty can be very hazardous when competitive conditions are 
becoming more taxing (Miller & Friesen, 1983, p.223). Additionally, Lukas et al. (2001) 
showed that entrepreneurial behavior (risk-taking, prospective-oriented) is more 
influential for improved performance when the surrounding environment is less dynamic 
or hostile.  
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Having said that, research continues to support the assumption of contingent 
environmental effects. As a case in point, Wiklund and Shepherd (2005) recently 
defended the idea that environment influences relations between firm strategy and growth 
in their configurational model of small business growth. Moreover, Moreno and Casillas 
(2008) reported that in more hostile and dynamic environments, strategies of expansion 
through new products and markets give rise to higher rates of growth (p.522). Thus, it is 
hypothesized that (Minor hypotheses relating to H6 and H7 are presented in Tables 2.8 
and 2.9.):  
 
H6: Environmental turbulence moderates the strength of relationships between 
entrepreneurial strategic behaviors (aggressiveness, proactiveness, riskiness) and 
firm performance 
 
Table 2.8 H6 minor hypotheses  
Market turbulence moderates the strength of relationships between 
 
H6a: aggressiveness and new product success    
 
H6b: proactiveness and new product success    
 
H6c: riskiness and new product success    
 H6d: aggressiveness and market performance    
 H6e: proactiveness and market performance    
 H6f: riskiness and market performance    
 
H6g: aggressiveness and financial performance 
 
H6h: proactiveness and financial performance 
 
H6i: riskiness and financial performance 
Competitive intensity moderates the strength of relationships between 
 
H6j: aggressiveness and new product success    
 
H6k: proactiveness and new product success    
 
H6l: riskiness and new product success    
 H6m: aggressiveness and market performance    
 H6n: proactiveness and market performance    
 H6o: riskiness and market performance    
 
H6p: aggressiveness and financial performance 
 
H6q: proactiveness and financial performance 
 
H6r: riskiness and financial performance 
Technological turbulence moderates the strength of relationships between 
 
H6s: aggressiveness and new product success    
 
H6t: proactiveness and new product success    
 
H6u: riskiness and new product success    
 H6v: aggressiveness and market performance    
 H6w: proactiveness and market performance    
 H6x: riskiness and market performance    
 
H6y: aggressiveness and financial performance 
 
H6z: proactiveness and financial performance 
 
H6aa: riskiness and financial performance 
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H7: Environmental turbulence moderates the strength of relationships between 
conservative strategic behaviors (defensiveness, analysis, futurity) and firm 
performance 
 
Table 2.9 H7 minor hypotheses 
Market turbulence moderates the strength of relationships between 
 
H7a: defensiveness and new product success    
 
H7b: analysis and new product success    
 
H7c: futurity and new product success    
 H7d: defensiveness and market performance    
 H7e: analysis and market performance    
 H7f: futurity and market performance    
 
H7g: defensiveness and financial performance 
 
H7h: analysis and financial performance 
 
H7i: futurity and financial performance 
Competitive intensity moderates the strength of relationships between 
 
H7j: defensiveness and new product success    
 
H7k: analysis and new product success    
 
H7l: futurity and new product success    
 H7m: defensiveness and market performance    
 H7n: analysis and market performance    
 H7o: futurity and market performance    
 
H7p: defensiveness and financial performance 
 
H7q: analysis and financial performance 
 
H7r: futurity and financial performance 
Technological turbulence moderates the strength of relationships between 
 
H7s: defensiveness and new product success    
 
H7t: analysis and new product success    
 
H7u: futurity and new product success    
 H7v: defensiveness and market performance    
 H7w: analysis and market performance    
 H7x: futurity and market performance    
 
H7y: defensiveness and financial performance 
 
H7z: analysis and financial performance 
 
H7aa: futurity and financial performance 
 
 
The present Chapter discussed pertinent literature in regard to fast growth firms, relevant 
theoretical concepts, strategic orientation, strategic behavior, firm performance, and 
environmental turbulence. Hypotheses were outlined, leading to the development of an 
hypothesized model of competitive advantage, grounded in contingency theory. The 
following Chapter reports Study 1, tests of hypotheses are presented culminating in the 
fitting of a conceptual model.  
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Chapter 3 
Study 1 
 
Overview 
As noted in the Introductory chapter, the present thesis comprises two interrelated 
studies, involving quantitative research methods, incorporating a cross-sectional 
research design. The present chapter reports Study 1 under three broad sections. The 
Method is described in relation to participating companies and entrepreneurs, measures 
used, data collection and statistical procedures, tests of reliability and validity of 
constructs, and assessment of issues concerning social desirability. Results and Analysis 
are presented detailing data screening, and confirmatory factor and path analyses. This 
chapter culminates in a discussion of salient findings, their implications and associated 
limitations. 
 
Research Paradigm 
The paradigm underpinning the present thesis is positivism, which leads us to regard the 
world as made up of observable, measurable facts (Glesne & Peshkin, 1992, p.8), 
holding that reality is real and apprehendable (Denkin & Lincoln, 2000). Positivism 
assumes an objective stance in relation to the creation of knowledge (Burrell & Morgan, 
1979), referring to procedures associated with inferential statistics, hypothesis testing, 
mathematical analysis, and experimental and quasi-experimental design (Lee, 1991, 
p.342). Logical positivism utilizes quantitative and experimental methods to analyze and 
test hypothetical deductive generalizations (Remenyi, Williams, Money, & Swartz, 
1998), and has been the dominant methodological approach in management literature for 
the better part of three decades (Azhdar, Jennifer, & Farhad, 2006). Adoption of a 
positivist paradigm is justified.  
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Research Design 
Cross-sectional approaches were used in Studies 1 and 2. Kumar (1996) noted that such 
approaches are suitable for investigations aiming to analyze phenomena, situations, 
problems, attitudes, or issues by considering a cross-section of a population, at one point 
in time. Extant investigations in the strategic orientation (Slater et al., 2007; Zhou et al., 
2005b), strategic behavior (Escribá-Esteve et al., 2008; Santos-Vijande et al., 2005), and 
firm performance (Covin & Covin, 1990; Lumpkin & Dess, 2001) domains have 
employed this method as it is cost effective and less time consuming than longitudinal 
designs. 
 
Method 
Participants 
Table 3.1 shows Study 1 company and industry demographics. Participants are 117 
private (n = 107) and public (n = 10) Australian firms, entrants of the 2005 Business 
Review Weekly (BRW) Fast 100 research (Gome, 2005). The BRW Fast 100 is similar to 
Fortune’s FSB 100 which lists America’s fastest growing small companies annually. The 
BRW Fast 100 list relies on self-nomination and as such can be regarded as a non-
representative sample. Notwithstanding, there is precedence for academic research (e.g., 
Gartner & Starr, 1999; Markman & Gartner, 2002b; Shuman & Seeger, 1986; Shuman, 
Shaw, & Sussman, 1985; Thornhill & Amit, 1998) utilizing data originating from 
professional business journals. 
 
Firms are categorized by industry sector using the Australian and New Zealand Standard 
Industrial Classification (ANZSIC) criterion produced by the Australian Bureau of 
Statistics (ABS), containing 16 categories (ABS, 1983). Dess et al. (1990) suggested that 
multi-industry samples provide a wide spectrum of information and accommodate more 
generalizability of results than single industry research. Key inclusion/exclusion criteria 
involve each company having fewer than 250 full-time employees, that previous year’s 
turnover must exceed AUD$250,000, and that each company must not be a subsidiary of 
an Australian or overseas company. Another criterion stipulates that unlisted companies 
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must not receive more than 50% of their revenue from a single client. The fast growth 
companies included in this sample all fall within the small-to-medium enterprise (SME) 
definition (Ghobadian & O'Regan, 2000). 
 
Table 3.1 Company characteristics 
Company Characteristics % 
(n=117) 
Company Age (years)  
• Mean (Standard Deviation) 7.29 (3.79) 
• Median 7 
Company Size (employees)  
• Mean (Standard Deviation) 46.96 (51.46)a  
• Median 26 
• Range 2 - 240 
Company Type  
• Private 86 
• Public (ASX Listed) 14 
Industry  
• Information Technology 23 
• Property and business services 23 
• Finance and Insurance 17 
• Personal and other services 5 
• Retail trade 5 
• Communications 4 
• Construction 4 
• Manufacturing 4 
• Transport and storage 3 
• Wholesale trade 3 
• Accommodation, cafes, and restaurants 2 
• Education 2 
• Health and community services 2 
• Agriculture, forestry, and fishing 1 
• Cultural and recreational services 1 
• Mining 1 
Growth  
• Average Turnover Growth 98.74 
• Min – Max Turnover Growth 21.97 - 759.58 
• Plan to hire more employees in the next financial year 99 
• Have overseas location/s 24 
• Have an internationalization strategy 44 
• Anticipate growth in next financial year 99 
• Recent company acquisition/s (in the past 1-2 years) 22 
Note. aFull-time employees (two part-time employees are the equivalent of one full-time employee). 
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An essential requirement was disclosure of turnover figures for four previous financial 
periods in order to calculate average growth rates for ranking purposes. For private 
enterprises, figures are signed and audited by an external auditor. Growth rate is 
determined by averaging company turnover over a three-year period. For each financial 
year the following formula was used to determine average growth in turnover: 
 
( ) ( ) ( )
∑ 





++=
1Year 
1Year  - 2Year 
2Year 
2Year  - 3Year 
3Year 
3Year  - 4Year 
 Growth  Average  
 
As shown in Table 3.1, the average age of participating companies is 7 years, with an 
average of 47 full-time employees (median = 26). The industries with highest 
representation are Information Technology (23%), Property and business services (23%), 
and the Finance and Insurance sectors (17%). In line with Buss’ (2002) claim, results 
indicate that all industry sectors contain fast growth firms. Growth rates range between 
22% and 760%, with 99% anticipating further growth in the next financial year. 
Similarly, 99% of CEOs are planning to hire more people. Of the 76% yet to expand 
internationally, almost half (44%) have devised strategies to introduce their products 
and/or services into overseas markets.  
 
Key informants are company CEOs and/or founders (Table 3.2). As shown in Table 3.2, 
96% of entrepreneurs are male, half of which hold at least tertiary qualifications. Most 
report having started their business in recognition of a niche within a market (33%). 
Dominating that niche remains a goal for most (46%).  
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Table 3.2 Demographics of entrepreneurs 
CEO / Founder % 
(n=117) 
Gender  
• Male 96 
• Female 4 
Educational Level  
• Tertiary 50 
• MBA 16 
• HSC (year 12) 15 
• Less than HSC (year 12) 12 
• Other 5 
• PhD or Doctorate 1 
Reasons for Starting the Business  
• Saw a niche 33 
• Independence 21 
• Challenge 19 
• Wealth creation 14 
• Other 6 
• Could do the job better than your former boss 3 
• Buying yourself a job 2 
• Lack of career opportunities in previous employment 1 
Company Goals  
• Dominate a niche 46 
• Become a global player 38 
• Only expand domestically 10 
• Remain a global player   6 
 
Measures 
The 2005 Fast 100 questionnaire consists of 9 sections: Background on business, 
ownership and management of business, competitor orientation, learning orientation, 
technological orientation, strategic behavior, competitive environment, firm performance, 
controls, and social desirability (Appendix 3.1). Below, instrument scales are described in 
detail.  
 
Scale items are derived from studies of competitor orientation (Narver & Slater, 1990), 
learning orientation (Sinkula et al., 1997), technological orientation (Gatignon & Xuereb, 
1997), strategic behavior (Venkatraman, 1989b), firm performance (Baker & Sinkula, 
1999b; Pelham & Wilson, 1996; Vorhies, 1998; Vorhies & Harker, 2000; Vorhies, 
Harker, & Rao, 1999), environmental turbulence moderators (Jaworski & Kohli, 1993), 
and control variables (Narver & Slater, 1990).  
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Given the positive relationship between the number of Likert scale points and reliability 
(Churchill & Peter, 1984), items are measured on 7-point Likert scales (in most cases) 
ranging from strongly disagree (1) to strongly agree (7). The following sections detail the 
measures employed. 
 
Competitor Orientation 
Competitor orientation has traditionally been used as a sub-dimension of the market 
orientation construct, or MKTOR measures, developed by Narver and Slater (1990). 
Comprising four items (Table 3.3), this scale centers on a firm’s understanding of short-
term strengths and weaknesses, and long-term capabilities and strategies of key current 
and potential competitors (Narver & Slater, 1990). Commonly studied in conjunction 
with its accompanying sub-dimensions (customer orientation, interfunctional 
coordination), recent studies (Noble et al., 2002) suggest the application of this 
dimension as an independent construct. 
 
Table 3.3 Measures of competitor orientation 
Competitor Orientationa b 
1. Our salespeople share information within our business concerning competitors’ strategies (CoO_1) 
2. We respond to competitive actions that threaten us (CoO_2) 
3. We target customers and customer groups where we have, or can develop, a competitive advantage (CoO_3) 
4. The top management team regularly discusses competitors’ strengths and strategies (CoO_4) 
Note. aAdopted from Narver and Slater (1990). b7-point Likert scales, 1 = strongly disagree, 7 = strongly agree. 
 
Learning Orientation 
Learning orientation refers to an organization-wide activity of creating and using 
knowledge to enhance competitive advantage (Calantone, Cavusgil, & Yushan, 2002 
p.516). Measures developed by Sinkula et al. (1997) were adapted for use in the present 
study. Learning orientation is a multi-dimensional construct comprising three 
components: commitment to learning, shared vision, and openmindedness. For the 
purposes of the present thesis, this dimension is treated as a uni-dimensional construct 
(e.g., Hult et al., 2004). Recent studies (e.g., Harris & Ogbonna, 2001) demonstrate that 
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using 7-point Likert scales enhances the reliability of this measure. Table 3.4 shows the 
three dimensions of learning orientation and their respective items.  
 
Table 3.4 Measures of learning orientation 
Learning Orientationa c 
Commitment to learning 
1. Managers basically agree that our business unit’s ability to learn is the key to our competitive advantage 
(CtL_1) 
2. The basic values of this business unit include learning as key to improvement (CtL_2) 
3. The sense around here is that employee learning is an investment, not an expense (CtL_3) 
4. Learning in my organization is seen as a key commodity necessary to guarantee organizational survival 
(CtL_4) 
5. Our culture is one that does not make employee learning a top priority (CtL_5) b 
6. The collective wisdom in this enterprise is that once we quit learning, we endanger our future (CtL_6) 
Shared vision 
7. There is a well-expressed concept of who we are and where we are going as a business unit (SV_1) 
8. There is a total agreement on our business unit vision across all levels, functions, and divisions (SV_2) 
9. All employees are committed to the goals of this business unit (SV_3) 
10. Employees view themselves as partners in charting the direction of the business unit (SV_4) 
11. Top leadership believes in sharing its vision for the business unit with the lower levels (SV_5) 
12. We do not have a well-defined vision for the entire business unit (SV_6) 
Open-mindedness 
13. We are not afraid to reflect critically on the shared assumptions we have about the way we do business 
(OM_1) 
14. Managers in this business unit do not want their “view of the world” to be questioned (OM_2) 
15. Our business unit places a high value on openmindedness (OM_3) 
16. Managers encourage employees to “think outside of the box” (OM_4) 
17. An emphasis on constant innovation is not a part of our corporate culture (OM_5) b 
18. Original ideas are highly valued in this organization (OM_6) 
Note. aAdopted from Sinkula, Baker, and Noordewier (1997). bDenotes reversed items for quantitative data analysis. c7-point Likert 
scales, 1 = strongly disagree, 7 = strongly agree. 
 
Technological Orientation 
Gatignon and Xuereb (1997) developed this 4-item scale to measure technological 
orientation, pertaining to the adoption of technology for new product development, and 
the acceptance of technological innovations (Table 3.5). Hurley and Hult (1998) further 
refined this measure. 
 
Table 3.5 Measures of technological orientation 
Technological Orientationa b 
1. Our business unit uses sophisticated technologies in its new product development (TO_1) 
2. Our new products are always at the state of the art of new technologies (TO_2) 
3. Technological innovation based on research results is readily accepted in our organization (TO_3) 
4. Technological innovation is readily accepted in our program/project management (TO_4) 
Note. aAdopted from Gatignon and Xuereb (1997). b7-point Likert scales, 1 = strongly disagree, 7 = strongly agree. 
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Strategic Behavior 
A number of pre-established typologies (Miles & Snow, 1978; Porter, 1980) and taxonomies 
(Miller & Friesen, 1984) measuring organizations’ strategic behavior emanate throughout 
management literature. As the present thesis investigates strategic behavior from a 
comparative standpoint, Venkatraman’s (1985; 1989b) six dimensions were employed 
because of their theoretical relevance. This particular scale is also noted for its rigor and 
acceptable scale reliabilities (Chan, 1992). Venkatraman (1989b) categorized strategic 
behaviors in terms of aggressiveness, analysis, defensiveness, futurity, proactiveness, and 
riskiness. Table 3.6 shows scales and related items. 
 
Table 3.6 Measures of strategic behavior 
Strategic Behaviora c 
(7-point scale, in which 1 = strongly disagree and 7 = strongly agree). 
Aggressiveness 
1. We are always aware of the new conditions that may turn up in the market to react immediately so as not to lose market 
share with respect to our competitors (Agg_1) 
2. We do not mind sacrificing part of the benefit margin if it allows us to gain market share (Agg_2) 
3. We try to set prices below competition (Agg_3) 
4. We are always willing to allocate resources to improve our competitive position even if this means reducing transitorily the 
benefits (Agg_4) 
5. We often reduce prices to improve market share (Agg_5) 
Analysis 
6. We try to assure an effective communication among all the functional areas of the firm (Ana_1) 
7. The firm has data obtaining and information processing systems whose results serve as effective support for decision-
making (Ana_2) 
8. The decisions relative to complex questions are adopted after a thorough analysis of the different variables that affect the 
situation (Ana_3) 
9. The firm has developed medium and long-term strategic planning systems that try to guarantee the correct ‘fit’ between 
market conditions and the strategy developed at every moment (Ana_4) 
10. ‘senior’ managers’ (experienced managers) opinions are key aspects in the design of the business strategy (Ana_5) 
Defensiveness 
11. Manufacturing technology is modified regularly to gain efficiencies in costs (Def_1) 
12. The firm’s main objective is to defend its current position in the market (Def_2) 
13. Cost control is the fundamental criterion to evaluate the productive system’s results (Def_3) 
14. We resort to the use of quality circles (group meetings with employees) to improve efficiency, avoid mistakes and reduce 
costs (Def_4) 
Futurity  
15. The firm is deeply involved in following the technological developments that may provide it with competitive advantages 
in the future (Fut_1) 
16. Future contingencies/scenarios that may affect the firm’s management are regularly put forward to forecast the initiatives 
that will be adopted in each case (Fut_2) 
17. We frequently try to develop future evolution forecasts of the main parameters that affect the firm’s activity management 
(Fut_3) 
18. The general evolution of the business environment is carefully tracked (Fut_4) 
Proactiveness 
19. The firm tries to be the one that establishes ‘the rules of the game in the market’, trying to force its competitors to adapt to 
its strategy, instead of being the one that follows the actions set by third parties (Pro_1) 
20. Our firm is normally the first one to commercialize new products (Pro_2) 
21. The firm is always receptive to going into new businesses where its skills can be applied (Pro_3) 
22. We respond quickly to the first signals of new business opportunities in the market (Pro_4) 
Riskiness 
23. The firm is very conservative in decision-making. It prefers not taking risky decisions (Risk_1) b 
24. Those projects where the expected results are certain are the ones more often supported (Risk_2) b 
25. Action procedures about which there exists previous experience are generally followed (Risk_3) b 
26. The new projects are approved gradually, as they offer positive results (Risk_4) b 
Note. aAdopted from Venkatraman (1989b). bDenotes reversed items for quantitative data analyses. c7-point Likert scales, 1 = strongly disagree, 7 = 
strongly agree. 
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Firm Performance  
Firm performance measures include new product success (Baker & Sinkula, 1999b), 
market (Vorhies, 1998; Vorhies & Harker, 2000; Vorhies et al., 1999) and financial 
performance (Pelham & Wilson, 1996). Typical measures of financial performance, such 
as return on investment (ROI), return on assets (ROA), and profit-to-sales ratio (Pelham 
& Wilson, 1996) are utilized. Three measures of subjective market performance were 
incorporated, including customer satisfaction, customer value delivery (Vorhies & 
Harker, 2000; Vorhies et al., 1999), and overall marketing effectiveness (Vorhies, 1998). 
Literature (Srivastava et al., 1998) suggests the use of both accounting-based, and 
market-based items when measuring firm performance. The incorporation of accounting-
based and market-based items in the measurement of firm performance is in line with 
relevant studies (e.g., Morgan & Strong, 2003).  
 
Measurement is determined by entrepreneurs’ assessments of three-year company 
performance relative to major competitors. This type of subjective measure allows for 
comparability across industries and contexts where standards of acceptable performance 
might vary. The use of self assessment measures is well received in the literature, as 
researchers (e.g., Venkatraman & Ramanujam, 1986) have demonstrated convergent 
validity of such scales. Table 3.7 shows performance constructs and respective items.  
 
Table 3.7 Measures of firm performance 
Firm Performance 
For your business unit’s principal served market segment over the past 3 years. 
New product successa d 
1. New product introduction rate relative to largest competitor (NPS_1) 
2. New product success rate relative to largest competitor (NPS_2) 
3. Degree of product differentiation (NPS_3) 
4. First to market with new applications (NPS_4) 
5. New product cycle time (i.e., inception to rollout) relative to competition (NPS_5) 
Market Performanceb d 
1. Customer satisfaction (MP_1) 
2. Delivering value to your customers (MP_2) 
3. Overall marketing effectiveness (MP_3) 
Financial Performancec e: 
1. Operating profits (FP_1) 
2. Profit to sales ratio (FP_2) 
3. Cash flow from operations (FP_3) 
4. Return of investment (FP_4) 
5. Return on Assets (FP_5) 
Note.  aAdopted from Baker and Sinkula (1999b). b Adopted from Vorhies (1998), Vorhies, Harker, and Rao (1999), Vorhies and Harker (2000). 
cAdopted from Pelham and Wilson (1996). d7-point Likert scales, 1 = low, 7 = high. e7-point Likert scales, 1 = much below expectations, 7 = much above 
expectations. 
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Environmental Turbulence Moderators 
As noted earlier, several scholars suggest that the environmental context of an 
organization is likely to influence linkages between strategic orientation, strategic 
behavior, and performance. Table 3.8 shows environmental turbulence moderator scales: 
Market turbulence, competitive intensity, and technological turbulence (Jaworski & 
Kohli, 1993), employed in the present thesis. 
 
Table 3.8 Measures of environmental turbulence 
Environmental Turbulence Moderatorsa b 
(7-point scale, in which 1 = strongly disagree and 7 = strongly agree) 
Market Turbulence 
1. In our kind of business, customers' product preferences change quite a bit over time. (MT_1) 
2. Our customers tend to look for new product all the time. (MT_2) 
3. Sometimes our customers are very price-sensitive, but on other occasions, price is relatively unimportant. 
(MT_3) 
4. We are witnessing demand for our products and services from customers who never bought them before. 
(MT_4) 
5. New customers tend to have product-related needs that are different from those of our existing customers. 
(MT_5) 
6. We cater to many of the same customers that we used to in the past. (MT_6) 
Competitive Intensity 
7. Competition in our industry is cutthroat. (CI_1) 
8. There are many "promotion wars" in our industry. (CI_2) 
9. Anything that one competitor can offer, others can match readily. (CI_3) 
10. Price competition is a hallmark of our industry. (CI_4) 
11. One hears of a new competitive move almost every day. (CI_5) 
12. Our competitors are relatively weak. (CI_6) 
Technological Turbulence 
13. The technology in our industry is changing rapidly. (TT_1) 
14. Technological changes provide big opportunities in our industry. (TT_2) 
15. It is very difficult to forecast where the technology in our industry will be in the next 2 to 3 years. (TT_3) 
16. A large number of new product ideas have been made possible through technological breakthroughs in our 
industry. (TT_4) 
17. Technological developments in our industry are rather minor. (TT_5) 
Note. aAdopted from Jaworski and Kohli (1993). b7-point Likert scales, 1 = strongly disagree, 7 = strongly agree. 
 
Environmental Influences on Firm Performance 
A series of control variables were used to study the influence of environmental factors on 
firm performance (Table 3.9). A number of related studies (e.g., Greenley, 1995; Narver 
& Slater, 1990; Slater & Narver, 1994) have employed control variables. Narver and 
Slater (1990) advocated the application of nine control variables, all of which are 
measured on 7-point scales ranging from 1 (low) to 7 (high). Firm size (number of full-
time employees) and firm age (founding year) are regarded as control variables in line 
with investigations (Escribá-Esteve et al., 2008) examining SME performance. 
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Table 3.9 Measures of control variables 
Control Variablesa  
Market growth: The average annual growth rate, over the past 3 years, of total sales in your principal 
served market segment. 
Buyer power: The extent to which your unit’s customers are able to negotiate lower prices. 
Supplier power: The extent to which your unit is able to negotiate lower prices from your suppliers. 
Seller concentration: The percentage of total sales accounted for by the top four competitors in your 
principal served market segment. 
Ease of entry: The likelihood of a new competitor being able to earn satisfactory profits in your principal 
served market segment. 
Technological change: The extent to which production/service technology in your principal market has 
changed over the past 3 years. 
Competitive intensity: The level of competitive intensity in your principal served market segment. 
Market dynamism: In general, the rate of change in the marketplace in your principal served market 
segment. 
Government regulation: The extent to which government regulation inhibits your ability to expand 
product or customer markets. 
Note. a Adopted from Narver and Slater (1990)  
 
Validity and Reliability of Instruments 
Validity refers to the degree to which a scale actually measures the intended construct 
(Peter, 1981). Content and construct validity are two forms particularly applicable to the 
present thesis. 
 
Content validity, otherwise known as face validity, is an evaluation of how well the 
content of an empirical scale represents a measure (Hair, Black, Babin, Anderson, & 
Tatham, 2006). As noted earlier, the present scales are adopted from established studies 
(e.g., Narver & Slater, 1990; Venkatraman, 1989b), and have therefore been subjected to 
tests of validity. However, each scale is subjected to further tests of validity in the present 
thesis to ensure their applicability.  
 
Construct validity assesses the extent to which a measure is related to other measures 
based on theoretical concepts (Carmines & Zeller, 1979), comprising two main types: 
Convergent and discriminant validity (Hair et al., 2006).  Convergent validity refers to 
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the extent to which items assess the same construct, whereas discriminant validity is the 
degree to which a measure is distinct from other instruments (Hair et al., 2006). 
Convergent and discriminant validity were assessed using confirmatory factor analysis, 
discussed in the Statistical Procedures section of the present chapter. 
 
Reliability is an assessment of the degree of consistency between multiple measurements 
of a variable (Hair et al., 2006, p.137). Churchill (1979) suggested that coefficient alpha, 
or Cronbach’s alpha (Cronbach, 1951), should be the first measure used to test reliability 
of an instrument, a view that is widely supported in extant literature (Murphy & 
Davidshofer, 1994). With alpha values approximating 1.0 signifying better reliability, it 
is generally held that a lower acceptable limit (α = 0.70) implies a reasonable level of 
reliability (Nunnally, 1978; Peter, 1981). Lower alpha values (α < 0.70) are often caused 
by the presence of too few items or relatively little commonality among the items 
(Churchill, 1979). Scale reliability and validity statistics are reported in the Results and 
Analysis section.  
 
Procedure 
Data collection took place during July and December 2005, and involved three phases. 
Following an extensive three month print advertising campaign, for Phase 1 Australian 
companies applied for entry in the BRW Fast 100, a collaborative research project that 
commenced 15 years ago, with the ongoing involvement of the supervisor of the present 
candidate. 197 companies self selected. For Phase 2, self administered questionnaires 
were sent via email to the top 100 fastest growing companies (in terms of turnover 
growth), culminating in a 99% response rate. According to Hair et al. (2006), quantitative 
data are rendered unusable when less than 50% of items are unanswered. Utilizing this 
stance, one survey was considered unusable resulting in 98 usable questionnaires. For 
Phase 3, the remaining 97 registered companies were emailed the questionnaire, resulting 
in a response rate of 24.7%. Five of these responses were deemed unusable as their 
growth rates over the past three financial years had not exceeded 20%. This data 
collection process culminated in a final sample size of 117 fast growth companies. 
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Statistical Procedures 
An iterative data analysis process was undertaken, consisting of three principal stages: 
Data screening, confirmatory factor analysis (CFA), and path analysis, using SPSS 16.0 
and AMOS 16.0. These three stages are described below. 
 
Data Screening 
Data were checked for violations of assumptions (including outliers, normality, linearity, 
multicollinearity, homoscedasticity), followed by the replacement of missing data. 
Tabachnick and Fidell (2001) suggest that there are as yet no firm guidelines for how 
much missing data can be tolerated for a sample of a given size (p.59). As Hair’s (2006) 
guideline for managing unusable cases was used, those with above 50% completed data 
were treated using the ‘expectation-maximization’ (EM) iterative method within SPSS 
16.0. 
 
Confirmatory Factor Analysis 
Anderson and Gerbing (1988) proposed a two-step approach to building a structural 
model. In the first step, researchers validate measurement models through CFA 
procedures. CFA is used to evaluate factor structures within a measurement model and to 
determine how well the measurement model fits data (Bollen, 1989), whilst providing a 
comprehensive, confirmatory assessment of construct validity (Bentler, 1978) and 
verifying dimensionality (Gerbing & Anderson, 1988).  
 
CFA is applied to measures that have been fully developed and their factor structures 
validated (Byrne, 2001, p.99), examining relationships among measured (observed) 
variables, and their underlying latent variables (Schumacker & Lomax, 1996), whilst 
ensuring factors are consistent with pre-establish theory (Kim & Mueller, 1978). As the a 
priori assignment of items to latent variables is driven and determined by theory, 
exploratory factor analysis (EFA) is not required (Fabrigar, Wegener, MacCallum, & 
Strahan, 1999).  
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The present thesis adopts an iterative approach to CFA, utilizing one-factor congeneric 
measurement models, as proposed by Holmes-Smith and Rowe (1994), followed by 
multi-factor measurement models. AMOS 16.0 was used to conduct CFAs and for 
building and testing path models. 17 independent one factor congeneric models were 
evaluated. Nonsignificant items were deleted from their respective purported constructs. 
As initially specified models almost invariably fail to provide acceptable fit (Anderson & 
Gerbing, 1988, p.411), model modification procedures (through the examination of 
residual statistics and modification indices calculated in AMOS 16.0) were employed 
where applicable (Byrne, 2001). Model modification was performed accordingly, until 
acceptable fit was obtained. It is important to note that respecification decisions were not 
based solely on statistical considerations but with theory and content in mind (Anderson 
& Gerbing, 1988). 
 
Multiple criteria (i.e., chi-square (χ2) statistics, absolute fit, comparative, parsimonious, 
and incremental fit indexes) were used to assess goodness-of-fit for hypothesized models. 
In line with related studies (e.g., Gao et al., 2007; Zhou et al., 2005b), model fit was 
assessed by Normed Chi-square (i.e., the ratio of chi-square to its degrees of freedom - 
χ
2/df), Goodness-of-Fit Index (GFI), Comparative Fit Index (CFI), Incremental Fit Index 
(IFI), and Root Mean Square Error of Approximation (RMSEA) indices. Indices that 
provide a more robust evaluation were chosen, keeping in mind that certain absolute 
indices can be adversely affected by sample size (Loehlin, 2004). Hu and Bentler (1995) 
noted that test statistics are likely to be influenced by sample size, performing more 
poorly in smaller samples (p.87). Appendix 3.2 provides a brief description of the five 
goodness-of-fit statistics used in the present thesis.  
 
Once CFA was used to assess the validity of each measurement model, constructs were 
checked for cross-loadings. Items with moderate-to-high cross-loadings were deleted 
(Shay & Baack, 2006). When the rules for an acceptable fitting model are achieved, the 
second stage (of Anderson and Gerbing’s (1988) two-step approach) proceeds to the 
development and testing of a conceptual model. 
 
 84 
Model Development 
As the sample sizes for Studies 1 (n = 117) and 2 (n = 109) are relatively small, model fit 
statistics and statistical power are thrown into question when analytic procedures such as 
structural equation modelling (SEM) are used. For a successful fitting model, Bagozzi 
and Yi (1988) suggested there should be at least five cases for each latent variable in the 
model, therefore steps are needed to reduce the number of measurements in the model 
(Jöreskog & Sörbom, 1989a). 
 
Given adequate fit of the multi-factor measurement models, the number of indicators in 
the model were reduced by creating a composite scale for each latent variable (Politis, 
2001; Politis, 2005a). Jöreskog and Sörbom (1989b) showed that it is possible to compute 
a composite score (ξˆ) for each subject using factor score regression weights (ωi). 
Composite variables are sometimes referred to as item testlets (Wainer & Kiely, 1987), or 
parcels (Nasser & Takahashi, 2003; Thompson & Melancon, 1996) and are defined as a 
group of items related to a single content area that is developed as a unit (Wainer & 
Kiely, 1987, p.190). Estimated composite scores were calculated through the application 
of the following formula (Jöreskog & Sörbom, 1989b):  
 
Formula 1 
 
∑= iii χωξ ˆ  
  
ξˆi = the estimated score; 
ωi = factor score regression weights; and 
xi = the subject’s observed indicator variables. 
 
Reliability alphas (α) for each composite latent variable were calculated. Given the 
reliability estimates, this information was then built into the path model to enable testing 
of hypothesized relationships between the composite latent variables. Munck (1979) 
showed that it is possible to fix both the regression coefficients (λi), which reflect the 
regression of each composite variable on its latent variable, and the measurement error 
variances (θi) associated with each composite latent variable, a method that can be used 
to make a path model much more powerful (Munck, 1979, p.1). 
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According to Politis (2001; 2005a), in causal modeling the covariance-based methods 
(analyzing the matrix of covariances amongst the composite variables) are exemplified 
by software packages such as AMOS 16.0. Munck (1979) showed that the parameters of 
λ and θ can be computed using Formulas 2 and 3, respectively. 
 
Formula 2 
 
ασλ =  
Formula 3 
 
( )ασθ −= 12  
λ = regression coefficients; 
θ = measurement error variances; 
α = composite reliability coefficient (rc); 
σ = standard deviation (SD) of composite measure; and  
σ
2
 = variance of composite measure. 
 
In turn, these values were used as fixed parameters in the structural model, as shown in 
the simplified path model of Figure 3.1. 
 
 
X and Y = composite latent variables derived from 
measurement model; 
λi = regression coefficients calculated by Formula 2; 
θi = measurement error variances computed by Formula 3; and 
γ = the regression coefficient of the regression of η on ξ. 
 
Figure 3.1 Simplified structural model 
 
Each estimated coefficient was tested for statistical significance for hypothesized causal 
relationships. Fit indices were employed to assess the overall fit of the measurement 
model.  
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Environmental Turbulence Moderators 
Six perspectives have been used in contingency-based research: moderation, mediation, 
matching, gestalts, profile deviation, and covariation (Venkatraman, 1989a). A 
moderation approach is utilized in the present study because of its relevance to specific 
research questions and employment in related studies (e.g., Wang, 2008). Moderator 
effects occur when a second independent variable (the moderating variable) changes the 
form of the relationship between another independent variable and the dependant 
variable (Hair et al., 2006, p.200). For the present thesis moderating variables include 
market turbulence, competitive intensity, and technological turbulence (Jaworski & 
Kohli, 1993). To test for the effects of moderation on hypothesized relationships, 
multigroup (or subgroup) analyses were used (Jöreskog, Sörbom, Du Toit, & Du Toit, 
1999) involving two steps: Median split of environmental turbulence moderator variables 
(market turbulence, competitive intensity, technological turbulence), and χ2 difference 
tests. 
 
For each moderating variable, a median split segmented data into high versus low 
environmental turbulence groups. While this procedure has its limitations (MacCallum, 
Zhang, Preacher, & Rucker, 2002), studies (Jaworski & Kohli, 1993) have employed this 
method. Tests for moderation mirror those of Wang (2008). Anderson and Gerbing’s 
(1982) χ2 difference test was used to evaluate whether differences in hypothesized 
relationships are statistically significant across groups. First, the unconstrained model 
(where hypothesized paths, or relationships between pairs of variables in the 
hypothesized model, vary freely across groups) was tested, resulting in χ2 and degrees of 
freedom values used as a baseline. Second, individual constrained models were tested by 
constraining parameter estimates of hypothesized links across groups, resulting in new χ2 
and degrees of freedom values (Wang, 2008). A moderation effect is indicated when 
differences in the modeled relationships are statistically significant across groups 
(Wang, 2008, p.646). 
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Social Desirability Bias 
Social desirability (SD) bias can be defined as “the inclination to respond in a way that 
will make the respondent look good” (Beretvas, Meyers, & Leite, 2002, p.570). As the 
present research relies on self-administered questionnaires, measurement is subject to 
cognitive biases from participants seeking to present themselves in a favorable manner 
(Thompson & Phua, 2005, p.541). This phenomenon is present in studies that address 
aspects of firm performance where the key informant is in a senior management position 
(Thompson & Phua, 2005). All study scales were assessed for SD response bias in order 
to address internal validity and psychometric aspects of instruments. The Marlowe-
Crowne Social Desirability Scale (Crowne & Marlowe, 1960) has been used widely, 
although some researchers (Ballard, 1992; Fraboni & Cooper, 1989; Reynolds, 1982; 
Strahan & Gerbasi, 1972) believe that the 33-item scale is excessive. Various shortened 
versions have since been developed, such as Reynolds’ (1982) Forms A, B, and C; and 
Strahan and Gerbasi’s (1972) X1, X2, and XX versions. The present thesis employed 
Reynolds’ (1982) Form A as it has been recognized for its high internal-consistency 
reliability (Loo & Thorpe, 2000). As shown in Table 3.10, this scale contains 11 true-
false items concerning everyday behaviors (Beretvas et al., 2002, p.572).  
 
An EFA using Principal Axis Factoring with Direct Oblimin rotation was performed, 
culminating in three factors. Pearson correlation coefficients between social desirability 
and strategic orientation, strategic behavior, firm performance and environmental 
turbulence constructs were very low, ranging between r = 0.01 and r = 0.18. All 
correlations are nonsignificant (i.e., all ps > 0.05), indicating that informants are not 
responding in a socially favorable manner. 
 
Table 3.10 Measures of social desirability 
Social Desirability a b 
1. It is sometimes hard for me to go on with my work if I am not encouraged (SD_1) 
2. I sometimes feel resentful when I don’t get my way (SD_2) 
3. No matter who I’m talking to, I’m always a good listener (SD_3) 
4. There have been occasions when I took advantage of someone (SD_4) 
5. I’m always willing to admit it when I make a mistake (SD_5) 
6. I sometimes try to get even rather than forgive and forget (SD_6) 
7. I am always courteous, even to people who are disagreeable (SD_7) 
8. I have never been irked when people expressed ideas very different from my own (SD_8) 
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9. There have been times when I was quite jealous of the good fortune of others (SD_9) 
10. I am sometimes irritated by people who ask favors of me (SD_10) 
11. I have never deliberately said something that hurt someone’s feelings (SD_11) 
Note. aAdopted from Reynolds (1982).  b2-point Likert scale, 1 = false, 2 = true. 
 
Results and Analysis 
 
This section reports findings of Study 1 relating to: Data screening, confirmatory factor 
analyses, path analyses, tests for moderation, and tests for controlled influences on firm 
performance. Where appropriate, results are reported in regard to tests of seven principal 
hypotheses as discussed in Chapter 2. 
 
Data Screening 
Prior to multivariate analyses, data were checked and screened for errors (Pallant, 2005), 
data entry accuracy, missing values, and for violations of multivariate statistical 
assumptions: normality, homogeneity of variance, multicollinearity, and outliers. See 
Appendix 3.3 for a description of assessment procedures, and data screening test results. 
 
Confirmatory Factor Analyses 
As mentioned in the Statistical Procedures section, CFA tests the viability of a priori 
structures based on pre-established theory. Two types of measurement models were used 
in the present thesis: one-factor congeneric models, and multi-factor models (Holmes-
Smith & Rowe, 1994). The former is used to assess item reliability, determine scale 
reliability, and verify uni-dimensionality (Anderson & Gerbing, 1988). 17 one factor 
congeneric models were independently evaluated. Models were evaluated and modified 
(deleting nonsignificant items) until an acceptable fit was obtained. Dimensionality of 
each item was assessed through an examination of loadings and their associated t-ratios 
(Anderson & Gerbing, 1988). 
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One-Factor Congeneric Measurement Models 
Fitting one-factor congeneric models (Jöreskog, 1971) is the first step in conducting a 
CFA. Congeneric models are used to minimize measurement error in indicators, and thus 
increasing the reliability and validity of compound composite scores developed in 
subsequent analyses. Models are analyzed by examining relationships between a single 
latent variable (factor) and a number of observed variables (items) with regard to overall 
data fit. A congeneric model that meets fit requirements is hypothesized to have construct 
validity. For example, Figure 3.2 shows a one-factor congeneric measurement model for 
the defensiveness construct. 
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χ
2/df = 1.09, GFI = 0.99, CFI = 0.99, IFI = 0.99, RMSEA = 0.03 
Figure 3.2 One-factor congeneric measurement model for defensiveness 
 
Appendix 3.4 reports one-factor congeneric measurement models for all 17 constructs. 
 
Schumacker and Lomax (1996) suggested that a minimum of three items be used to 
develop a latent construct (factor), later referred to as the three indicator rule (Hair et al., 
2006). The issue of model identification centers on whether enough information exists to 
identify a given construct. Kline (2005) recommended four-to-five items per factor for a 
model to be over identified. If a standard CFA model with a single factor has at least 
three indicators, the model is just identified (Kaplan, 2000, p.50). Factors representing 
only two indicators are considered as unidentified. Furthermore, one-factor items cause 
the most problems with identification (Hair et al., 2006, p.792), and are therefore not used 
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in the present thesis. Models representing the three levels of identification are included in 
the present thesis, with associated results reported below.  
 
Scales are tested for items with nonsignificant loadings, in order to retain those items that 
best measure a given construct. For example, theory suggests there are four items that 
form the technological orientation construct, whereas analyses indicate that only three 
items are significant in measuring this factor. Table 3.11 displays results from 17 one-
factor congeneric models, including associated items, and goodness-of-fit statistics.  Of 
these models, four (technological orientation, aggressiveness, futurity, riskiness) are just 
identified, and two models (proactiveness, market performance) comprising only two 
items, are unidentified. The remaining 10 measurement models fit data reasonably well 
(range of statistics: χ2/df = 0.27 - 2.63, GFI = 0.96 – 0.99, CFI = 0.98 – 1.00, IFI = 0.98 – 
1.01, RMSEA = 0.00 - 0.12). It is important to note that RMSEA values associated with a 
number of constructs are considered relatively high (i.e., > 0.10). According to Hair et al. 
(2006), values below 0.10 are acceptable, however values can be misleading when 
degrees of freedom are low, and sample sizes are relatively small (Chen, Curran, Bollen, 
Kirby, & Paxton, 2008). 
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Table 3.11 Goodness-of-fit statistics for one-factor congeneric models 
Construct Items χ2 df χ2/ df GFI CFI  IFI RMSEA 
Strategic Orientation        
Competitor 
Orientation 
CoO_1,2,3, 
4 
5.24 2 2.62 0.98 0.98 0.98 0.12 
Commitment to 
Learning (LO) 
CtL_1,2,3, 
4,6 
13.17 5 2.63 0.96 0.98 0.98 0.12 
Shared Vision (LO) SV_1,2,4,6 3.69 2 1.85 0.98 0.99 0.99 0.09 
Open-mindedness 
(LO) 
OM_1,3,4, 
5 
2.27 2 1.14 0.99 0.99 0.99 0.03 
Technological 
Orientationa 
TO_1,3,4 2.50 1 2.50 0.99 0.99 0.99 0.11 
Strategic Behavior        
Aggressivenessa Agg_2,3,4 6.23 1 6.23 0.97 0.87 0.87 0.21 
Analysis Ana_2,3,4,5 5.09 2 2.55 0.98 0.98 0.98 0.12 
Defensiveness Def_1,2,3,4 2.17 2 1.09 0.99 0.99 0.99 0.03 
Futuritya Fut_2,3,4 1.02 1 1.02 0.97 1.00 1.00 0.01 
Proactivenessb Pro_1,2        
Riskinessa Risk_1,3,4 1.08 1 1.08 0.99 0.99 0.99 0.03 
Firm Performance        
New Product 
Success 
NPS_1,2,3, 
4,5 
2.35 5 0.47 0.99 1.00 1.01 0.00 
Market 
Performanceb 
MP_1,2        
Financial 
Performance 
FP_1,2,3,4 0.54 2 0.27 0.99 1.00 1.01 0.00 
Environmental Turbulence        
Competitive 
Intensity 
CI_1,2,3,4, 
5,6 
6.10 9 0.68 0.98 1.00 1.01 0.00 
Market Turbulence MT_1,2,4, 
5,6 
9.98 5 2.00 0.97 0.97 0.97 0.09 
Technological 
Turbulence 
TT_1,2,3,4, 
5 
8.51 5 1.70 0.97 0.99 0.99 0.08 
Note. aJust identified/saturated model. bUnidentified model. 
 
Appendix 3.5 shows standardized coefficients and t-values for each one-factor 
congeneric measurement model. Two items (Pro_2, MP_1) exceed the 1.0 threshold for 
standardized coefficients. According to Jöreskog (1999), it is a common misconception 
that coefficients in a completely standardized solution must be less than 1.0 in magnitude. 
This does not necessarily mean that something is wrong, it might suggest that there is a 
high level of multicollinearity in the data (Jöreskog, 1999, p.1). As reported in Appendix 
3.3, tests for multicollinearity show no serious violation of assumptions. Standardized 
loadings for seven retained items (OM_5, Def_4, Risk_3, CI_6, MT_4, MT_6, TT_3) are 
low (<0.40). Notwithstanding, removal would have diminished goodness-of-fit indices. 
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Multi-factor Analysis 
Multi-factor model analyses test multi-dimensionality of a theoretical construct, and are 
used to calculate weighted composite scores, test for convergent and discriminant 
validity, examine scale reliability (Cronbach’s alpha), internal consistency (construct 
reliability), and distinct validity (variance extracted). Figures 3.4 to 3.7 show multi-factor 
models and goodness-of-fit statistics for study variables.  
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Note. All coefficients are significant at p<.001. 
 
Figure 3.3 Three-factor strategic orientation measurement model 
 
Figure 3.3 shows a three-factor measurement model for strategic orientation constructs. 
After deleting items with low factor loadings (<0.40), and moderate-to-high cross-
loadings, this measurement model fits the data well. Theory suggests that the three sub-
dimensions of learning orientation (commitment to learning, shared vision, and open 
mindedness) collectively consist of 18 items, of which five (four commitment to learning 
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and one shared vision questions) contribute significantly to the measurement of this 
construct. This finding is in line with Hult et al. (2004) who treated learning orientation 
as a uni-dimensional construct, utilizing only four of the original items for measurement. 
Similarly, theory suggests the constructs of technological and competitor orientations 
comprise four items each. For the present thesis, model fit for these two scales is optimal, 
utilizing three items for each construct (Figure 3.3). 
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Figure 3.4 Six-factor strategy behavior measurement model 
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Venkatraman (1989b) proposed a measure for strategic behavior comprising six factors 
(aggressiveness, defensiveness, analysis, futurity, proactiveness, riskiness). Of the 26 
questions, 14 contribute to the six constructs providing good model fit (Figure 3.4). 
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Figure 3.5 Three-factor firm performance measurement model 
 
Firm performance is measured by three factors, new product success (five items), market 
performance (four items), and financial performance (five items). Of the 14 items 
suggested by theory, 10 contribute significantly to their measurement. As Figure 3.5 
demonstrates, the model fits the data well. 
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Figure 3.6 Three-factor environmental turbulence measurement model 
 
Environmental turbulence moderators (market turbulence (6 items), competitive intensity 
(6 items), technological turbulence (5 items)) are collectively measured by 17 items. 
Multi-factor analysis culminated in a 10 item model (Figure 3.6). 
 
Convergent and Discriminant Validity  
Multi-factor measurement models provide a confirmatory assessment of convergent and 
discriminant validity (Campbell & Fiske, 1959). Convergent validity is assessed through 
the examination of statistically significant factor loadings. Garver and Mentzer (1999) 
suggested that a reasonable benchmark value of substantial magnitude of the parameter 
estimate indicating convergent validity is .70 (p.45), conceding that sample size can have 
a substantial effect on significance. Paladino (2007) revised the level of acceptability (to 
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above 0.40) for a more moderate sample size. For the present study, parameter estimates 
for multi-factor analyses ranged from 0.37 – 0.98 (Table 3.14), providing acceptable 
results. All loadings are significant (t-value > 1.96, p < 0.05), suggesting that convergent 
validity is supported by the present dataset. 
 
Determining that constructs are distinctly different from one another is the focus of 
discriminant validity. Observing excessively high correlations (e.g., > 0.85) between 
factors is a sign of poor discriminant validity (Kline, 2005). The present study produced 
low-to-middling results (0.09 to 0.67) indicating that data is measuring each individual 
construct, providing acceptable levels of discriminant validity. 
 
Scale Reliability 
Internal Reliability. For each construct, Cronbach’s alphas (Cronbach, 1951) are 
calculated to assess the internal consistency of scales (Table 3.12). 
 
Table 3.12 Reliability alphas  
Construct α 
Competitor Orientation 0.84 
Learning Orientation 0.89 
Technological Orientation 0.89 
Aggressiveness 0.68 
Analysis 0.78 
Defensiveness 0.67 
Futurity 0.83 
Proactiveness 0.80 
Riskiness 0.57 
New Product Success 0.81 
Market Performance 0.84 
Financial Performance 0.88 
Market Turbulence 0.63 
Competitive Intensity 0.78 
Technological Turbulence 0.77 
 
 
Most scales satisfy Nunnally’s (1978) minimum acceptable criterion (α ≥ 0.70), however 
reliabilities of α = 0.50 to α = 0.60 are sufficient for early stages of basic research 
(Nunnally, 1967, p.226). 
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Construct reliability and variance extraction. Construct reliability and variance 
extraction measures are also used to estimate construct reliability. Baumgartner and 
Homburg (1996) recommended that researchers report at least one measure of construct 
reliability which is based on estimated model parameters (e.g., composite reliability, 
average variance extracted). Coefficient alpha is generally an inferior measure of 
reliability since in most practical cases it is only a lower bound on reliability (p.154). As 
recommended by Garver and Mentzer (1999), both statistics are reported here. Construct 
reliability and variance extracted are calculated using Fornell and Larker's (1981) 
formulae: 
 
 
Formula 4 Construct Reliability = 
( )
( ) ( )[ ]∑∑ ∑ −+ 22
2
1 jλλ
λ
 
  
 
Formula 5 Variance Extracted = ( )[ ]∑∑ ∑ −+ 22
2
1 jλλ
λ
 
 
Construct reliability values of at least 0.6 and average variances extracted of at least 0.5 
are considered desirable (Bagozzi & Yi, 1988). Based on formulae 4 and 5, Table 3.13 
shows construct reliabilities, variance extracted, standardized factor loadings, and t-
values of constructs and their related items. 
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Table 3.13 Standardized coefficients, t-values, construct reliabilities, and variance 
extracted values for constructs 
Construct Measure Standardized 
λX 
t-value Construct 
Reliability (CR) 
Variance 
Extracted (VE) 
Strategic Orientation     
Competitor Orientation   0.83 0.63 
CoO_1 0.89 10.90   
CoO_2 0.80 9.44   
CoO_4 0.67 7.63   
Learning Orientation   0.89 0.63 
CtL_1 0.75 9.15   
CtL_2 0.88 11.68   
CtL_3 0.85 10.98   
CtL_4 0.84 10.96   
SV_1 0.60 6.44   
Technological Orientation   0.90 0.74 
TO_1 0.72 8.68   
TO_3 0.93 12.58   
TO_4 0.92 12.39   
Strategic Behavior     
Aggressiveness   0.69 0.43 
Agg_1 0.61 6.09   
Agg_2 0.71 7.17   
Agg_4 0.64 6.48   
Analysis   0.79 0.65 
Ana_2 0.82 6.66   
Ana_3 0.79 6.51   
Defensiveness   0.69 0.43 
Def_1 0.55 5.49   
Def_2 0.64 6.32   
Def_3 0.75 7.23   
Futurity   0.80 0.67 
Fut_2 0.83 9.28   
Fut_3 0.81 9.04   
Proactiveness   0.85 0.74 
Pro_1 0.98 6.05   
Pro_2 0.72 5.36   
Riskiness   0.58 0.40 
Risk_2 0.66 4.75   
Risk_4 0.61 4.59   
Firm Performance     
New Product Success   0.84 0.57 
NPS_1 0.87 10.80   
NPS_3 0.70 8.13   
NPS_4 0.76 9.08   
NPS_5 0.68 7.75   
Market Performance   0.82 0.69 
MP_1 0.87 10.01   
MP_2 0.79 8.95   
Financial Performance   0.88 0.72 
FP_1 0.83 10.62   
FP_2 0.89 11.72   
FP_4 0.82 10.26   
Environmental Turbulence Moderator     
Market Turbulence   0.65 0.49 
MT_1 0.79 5.75   
MT_5 0.59 4.92   
Competitive Intensity   0.78 0.48 
CI_2 0.82 9.44   
CI_3 0.47 4.92   
CI_4 0.72 8.03   
CI_5 0.72 7.95   
Technological Turbulence   0.79 0.51 
TT_2 0.72 8.42   
TT_3 0.37 3.73   
TT_4 0.85 10.17   
TT_5 0.81 9.48   
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Results demonstrate that reliabilities for these 15 constructs range from 0.58 (riskiness), 
to 0.90 (technological orientation), whilst variance values range from 0.40 (riskiness) to 
0.74 (technological orientation & proactiveness), indicating middling-to-high internal 
consistency and distinct validity levels. Although constructs have lower than anticipated 
values, this finding remains in line with relevant studies (e.g., Zhou et al., 2005b).  One 
possible explanation for the middling values relates to latent constructs comprising 
relative few items, in some cases two (e.g., analysis, futurity).  
 
Development of an Hypothesized Model 
Using Munck’s (1979) formulae outlined in the Model Development section, parameter 
regression coefficients (λ) representing the regression of each composite variable on its 
latent variable, and measurement error variances (θ) associated with each composite 
variable are calculated. Table 3.14 shows reliability estimates (α), means, standard 
deviations, regression coefficients, and measurement errors for each construct. These 
statistics were then utilized for testing the path model (Figure 3.7) to examine 
relationships among latent variables.  
 
Table 3.14 Cronbach’s alphas, means, standard deviations, regression coefficients 
and error variances for factors 
Construct α Mean λ θ 
Competitor Orientation 0.84 4.68 (1.13) 1.04 0.21 
Learning Orientation 0.89 3.03 (0.57) 0.53 0.04 
Technological Orientation 0.89 3.66 (0.69) 0.65 0.06 
Aggressiveness 0.68 2.19 (0.49) 0.40 0.08 
Analysis 0.78 4.17 (1.13) 1.00 0.28 
Defensiveness 0.67 2.50 (0.88) 0.73 0.25 
Futurity 0.83 3.20 (0.81) 0.73 0.11 
Proactiveness 0.80 5.06 (1.50) 1.34 0.44 
Riskiness 0.57 1.88 (0.59) 0.45 0.15 
Market Performance 0.84 4.30 (0.60) 0.55 0.06 
New Product Success 0.81 5.27 (1.04) 0.93 0.20 
Financial Performance 0.88 4.59 (0.96) 0.90 0.11 
Note. Standard deviations in parentheses. 
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Path Analysis: Tests of Hypotheses 
The main purpose of path analysis is to test hypotheses and to assess the extent to which 
an hypothesized model adequately represents sample data. Guidelines proposed by Byrne 
(2001) were followed to determine adequacy and fit of the hypothesized model, and to 
detect sources of poor estimation within the structural framework.  
 
When an hypothesized model does not fit data well, researchers can make modifications 
in order to attain a better fit. Post hoc model testing (Diamantopoulos & Siguaw, 2000) 
involves trimming (deleting non-significant paths) and/or the addition of new paths 
(Kline, 2005) in accordance with modification indices and residual statistics. However, 
this method is controversial and investigators (e.g., Anderson & Gerbing, 1988; 
MacCallum, Roznowski, & Necowitz, 1992; Schumacker & Lomax, 1996) recommend 
that changes are justified and driven by theory. Table 3.15 shows a correlation matrix of 
theoretical constructs.  
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Table 3.15 Correlation matrix of Study 1 constructs  
Construct 1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12. 
1. Competitor Orientation 
 
1            
2. Learning Orientation 
 
.52** 1           
3. Technological 
 Orientation 
.36** .41** 1          
4. Aggressiveness 
 
.36** .51** .43** 1         
5. Analysis 
 
.42** .51** .41** .38** 1        
6. Proactiveness 
 
.18 .12 .24* .29** .14 1       
7. Riskiness 
 
-.19* -.04 -.05 -.09 -.10 -.14 1      
8. New Product Success 
 
.22* .06 .20* .21* .04 .51** -.15 1     
9. Market Performance 
 
.13 .23* .13 .12 .12 .31** -.21* .34** 1    
10. Financial Performance 
 
.14 .14 -.03 .08 .06 .20* -.18 .21* .57** 1   
11. Market Turbulence 
 
.11 -.01 .01 .01 .15 .08 -.20* .15 .01 -.02 1  
12. Competitive Intensity 
 
.08 -.02 .00 .06 .19* .13 -.24* -.03 -.07 -.02 .20* 1 
13. Technological 
Turbulence 
.15 .01 .16 .08 .05 .02 -.20* .30** .17 .19* .31** .20* 
Note. *p<.05. **p<.01. 
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The final path model (Figure 3.7) contains three strategic orientation (competitor, 
learning, technological), four strategic behavior dimensions (aggressiveness, analysis, 
proactiveness, riskiness), and three performance variables (new product success, market 
performance, and financial performance). The model consists of four major and 26 minor 
hypotheses, and as reflected by goodness-of-fit indices, fits the data well (χ2/df = 1.50, 
GFI = 0.96, CFI = 0.97, IFI = 0.97, RMSEA = 0.066). The subsequent section reviews 
results in relation to a priori hypotheses. 
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Figure 3.7 Final path model of hypothesized relationships 
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Analysis of Results 
This section discusses findings in relation to hypotheses, tests for moderation, control 
variables, and social desirability.  
 
The present thesis bridges significant gaps in understanding the nature of strategic 
behaviors, including their key antecedents and effects on firm performance. Study 1 
culminated in the development and testing of an hypothesized model (Figure 3.7). 
Findings reveal that particular elements of strategic orientation (competitor, learning, 
technological) are significant antecedents to fast growth firms’ strategic posture, 
comprising aggressive, analytical, proactive, and risk-taking attributes. While strategic 
behaviors are important drivers of performance, these behaviors also mediate 
relationships between strategic orientation and firm performance. 
 
Consistent with this conceptualization, Santos-Vijande et al. (2005) demonstrated that 
Venkatraman’s (1989b) dimensions of strategic behavior mediate relationships between 
market orientation and firm performance. The present thesis builds upon this research 
through the development of a fine-grained, contingency-based model, providing further 
insight into this complex nexus. By way of contrast, the present findings indicate that fast 
growth SMEs possess strategic traits involving aggressiveness, proactiveness, riskiness, 
and analysis. Attributes of defensiveness and futurity, both conservative by nature, are 
nonsignificant contributors to the hypothesized model. 
 
Contributions of aggressive, proactive, and risk strategic dimensions are not surprising 
for two main reasons. First, each trait accords with behavioral definitions of fast growth 
firms (Ireland & Hitt, 1997; Upton et al., 2001). Second, there is an expectation that fast 
growth companies display entrepreneurial characteristics (Miller & Friesen, 1984), 
choosing to be ‘pioneers’ rather than ‘followers’ within their chosen markets (Covin & 
Slevin, 2000). Lumpkin and Dess (2001) highlighted the likelihood of proactiveness and 
aggressiveness occurring sequentially and dynamically as firms seek out an attractive 
niche (i.e., proactiveness) and once they establish it, they seek to protect it (i.e., 
competitive aggressiveness) (p.434). 
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Involvement of the analysis dimension is interesting, and is heralded by an examination 
of competitiveness and learning cultures in fast growth firms. Analysis is an important 
characteristic of organizational problem-solving, entailing a complete understanding 
through acquisition and dissemination of knowledge from both internal and external 
environments (Miller & Friesen, 1984). Furthermore, analysis is seen as a crucial 
element, ensuring fit between organizational strategy and competitive environments 
(Morgan & Strong, 1998), which according to Morgan et al. (2003), is the key strategic 
issue in turbulent contexts (p.1427). If managers are to meet environmental challenges, 
and adapt to new conditions, an organization must learn to analyze environmental 
conditions and relate them back to organizational requirements (Lawrence & Lorsch, 
1967). Generally considered a conservative action due to its internal focus (Miller & 
Friesen, 1984), this trait can be preferable to a highly entrepreneurial posture (Covin & 
Slevin, 1991, p.21) in certain contexts. However, in supporting evidence for the 
incorporation of analysis, Escribá-Esteve, Sánchez-Peinado, and Sánchez-Peinado (2008) 
concluded that a posture that combines aggressiveness, proactiveness, strategic analysis 
of information, and risk-taking behaviors, maintain better levels of performance than 
companies not oriented towards these types of behavior (p.479).  
 
In a somewhat surprising outcome, futurity did not figure significantly in the strategic 
posture of fast growth firms. This finding can be attributed either to firms being in 
embryonic phases of growth, incapable of allocating sparse resources to future planning, 
or that rapid growth might present management with a here-and-now focus of vision. 
Although the literature (Pelham, 1999) suggests that it is not uncommon for smaller firms 
to demonstrate a lack of vision and planning, poor performance can be attributed to poor 
foresight (Bhide, 1996). This finding is inconsistent with views that future-oriented 
planning plays an important part in the strategic development process (Fischer et al., 
1997; O’Gorman, 2001), and in the creation of value (Larsen et al., 2001) for fast growth 
companies. Spicer and Sadler-Smith (2006) recommended planning in small firms as an 
effective tool used to deal with uncertainty in rapidly changing environments. As this 
study suggests, adaptation to environmental fluctuations can be thrown into question 
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when fast growth firms do not plan. That said, planning requires financial resources, and 
relies on markets to be somewhat stable (Mintzberg, 1973), both factors of which are 
generally not synonymous with young, fast growth firms. 
 
Perhaps not-so-surprising is the omission of the defensiveness dimension. This inward 
orientation represents the antithesis of fast growth firms through its scholarly definitions. 
For example, McKee et al. (1989) highlighted that defenders deliberately inhibit any 
adaptive capabilities, making it unlikely to notice changes in external environments, and 
to react accordingly. Miller (1989) explained that this trait is associated with firms that 
have poor intelligence systems, devote scant resources to analysis, and hold strategies 
that are rigid and conservative.  
 
Notwithstanding, only proactiveness, as a measure of strategic behavior, contributes 
significantly to firm performance (i.e., market performance, new product success), an 
outcome in line with Santos-Vijande et al. (2005). Hughes and Morgan (2007) concluded 
that in the case of young, high-technology firms, each strategic behavior dimension is not 
equally valuable to performance at an embryonic stage of development (p.657). The 
average age of fast growth firms in Study 1 is 7 years. These findings, in line with  
Hughes and Morgan (2007), suggest that future research might consider exploring at 
which phase of firm development particular strategic dimensions gain prominence.   
 
As shown in Figure 3.7, there are, as expected, significant covariations between strategic 
orientation constructs. As previously discussed, these attributes can collectively 
contribute to the creation of a unique resource (Day, 1994). These findings reflect those 
of Hult and Ketchen (2001) who suggested that such linkages are nonlinear and 
embedded within a complex web of interrelationships. Although this thesis does not 
investigate causality between strategic orientation constructs, another avenue for further 
research, the present findings indicate an interdependence amongst these factors (Bell, 
Whitwell, & Lukas, 2002), where competitor, learning, and technological orientation are 
seen to complement one another. The following sections review findings in relation to the 
seven broad hypotheses specified in Chapter 2.  
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Strategic Orientation and Strategic Behavior 
H1: Competitor orientation impacts positively on strategic behavior 
As illustrated in Figure 3.7, competitive orientation is significantly (γ = -0.39, t = -2.19, p 
< 0.05) related to one dimension of strategic behavior (i.e., riskiness), however in the 
opposed direction hypothesized by H1f.  Paths proposing direct and positive relationships 
between competitor orientation and other elements of strategic behavior are 
nonsignificant, with results failing to support hypotheses H1a, H1b, and H1e. 
Accordingly, H1 is not supported. 
 
This series of findings suggests that competitor-oriented fast growth enterprises tend to 
be risk averse. Morgan and Strong (1998) concur with this view, concluding that rather 
than jeopardize existing performance, market-oriented firms experience limited risk 
because the continuous monitoring of customer and competitor environments allow 
future responses and actions to be informed or grounded in company insights (p.1066). 
Similarly, Slater and Narver (1996) proposed that when a market focus is maintained, 
levels of risk are reduced when implementing strategies.  
 
By way of contrast, Morgan and Strong (1998), and Santos-Vijande et al. (2005), 
reported positive associations between an aggregated measure of market orientation and 
various strategic behaviors. Notwithstanding, these researchers reported nonsignificant 
relationships between market orientation and risk. Differences between these findings and 
this cohort of researchers can be attributed in part to methodological issues. Morgan and 
Strong (1998) investigated UK medium and large, high technology, industrial 
manufacturing firms. While, Santos-Vijande et al. (2005) focused on Spanish medium-to-
large manufacturing enterprises. Study 1 participants are heterogeneous.   
 
H2: Learning orientation impacts positively on strategic behavior 
Four hypotheses posited relationships between learning orientation and strategic 
behaviors, two of which are significant. Results show a positive link between learning 
orientation and aggressiveness (γ = 0.46, t = 3.41, p < 0.05), and analysis (γ = 0.40, t = 
3.19, p < 0.05). Relationships between learning orientation and other elements of 
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strategic behavior are nonsignificant, failing to support Hypotheses H2e and H2f. Thus, 
H2 is supported partially.  
 
This finding illustrates that fast growth companies that actively acquire and disseminate 
knowledge, exhibit increased levels of aggressive and analytical behaviors. Drawing from 
the RBV, Halawi et al. (2006) suggested that knowledge, and its effective management, 
contributes to the formation of firm strategic postures.  
 
SMEs often rely on knowledge to maintain advantage, employing competitive 
aggressiveness to protect their niche from new entrants (Lumpkin & Dess, 2001). 
Moreover, organizations that emphasize learning are likely to cultivate superior problem 
solving capabilities (analysis) and encourage complete understanding of their internal and 
external environments (Miller & Friesen, 1984), assisting in determining strategic fit 
(Ordonez de Pablos, 2002). Research (Achi et al., 1995; Julien & Lachance, 2001; 
Kinsella et al., 1994; Sadler-Smith et al., 2001) also highlights the active learning 
capabilities that occur in fast growth firms, which as a consequence provide sources of 
competitive advantage (Garvin, 1993; Jaworski & Kohli, 1996).  
 
H3: Technological orientation impacts positively on strategic behavior 
Results indicate that technological orientation is positively and significantly related to 
aggressiveness (γ = 0.17, t = 2.69, p < 0.05), analysis (γ = 0.13, t = 2.17, p < 0.05), and 
proactiveness (γ = 0.13, t = 1.96, p = 0.05), partially supporting H3. Associations 
between technological orientation and riskiness are nonsignificant, failing to support H3f. 
 
Recently, Zhou et al. (2005b) identified that creative and inventive norms and values 
within technologically-oriented firms guide proactive, innovative activities. Technology 
is ever-changing, requiring successful firms to keep abreast of new developments in order 
to sustain a competitive edge (Roure & Maidique, 1986; Siegel et al., 1993; Todd & 
Taylor, 1993), particularly in fast-growing, dynamic environments. Therefore, in their 
struggle for technological superiority, it is expected that technology-oriented fast growth 
firms increase aggressive (i.e., explosive moves, responsive decision making), analytical 
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(i.e., knowledge building capacity, problem-solving capabilities), and proactive (i.e., 
pursuing new opportunities) initiatives. These findings lend support to Han, Kim, and 
Kim’s (2001) view that technological orientation is a key facet of modern corporate 
culture, while adding weight to Storey’s (1994) notion that small businesses holding high 
levels of technological sophistication are likely to grow more rapidly than their 
counterparts. 
 
Strategic Behavior and Firm Performance 
H4: Strategic behavior impacts positively on firm performance 
Findings demonstrate that proactiveness impacts firm performance significantly, 
indicated by relationships of middling strength with new product success (γ = 0.62, t = 
6.13, p < 0.05), and market performance (γ = 0.35, t = 3.21, p < 0.05). All other 
associations are nonsignificant. Accordingly, H4 is supported only partially.  
 
Proactiveness is an inherent characteristic of fast growth firms (Ireland & Hitt, 1997; 
Upton et al., 2001), enhancing their ability to adapt to environmental needs (new product 
success) and deliver value to customers (market performance). Literature identifies the 
positive implications of proactiveness on firm performance. For example, Santos-Vijande 
et al. (2005) reported the positive impact of proactiveness on an aggregated measure of 
business performance in Spanish medium-to-large manufacturing firms. Luo (1999) 
found positive associations between proactive strategies and performance in Chinese 
electronics enterprises. More recently, Hughes and Morgan (2007) concluded positive 
causal effects of proactiveness on product and customer performance in emerging young 
UK high-technology firms. In addition, Morgan et al. (2003) described proactive firms 
(prospectors) as those that seek and maintain strategic fit with environments, evidenced 
here through the enhancement of new product success (i.e., adaptability).  
 
Furthermore, the present findings are in line with research reporting nonsignificant 
effects of aggressiveness (Hughes & Morgan, 2007; Lumpkin & Dess, 2001; Rauch et al., 
2004), and riskiness (Luo, 1999; Rauch et al., 2004) on elements of firm performance. 
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Surprisingly, analysis demonstrates a nonsignificant impact on firm performance, 
contrary to reports of significant positive associations (e.g., Chan et al., 1997; Eisenhardt, 
1989; Jogaratnam, 1996; Morgan & Strong, 2003). Inconsistency can be attributed to 
different research contexts, with the majority of past studies concentrating heavily on 
North American businesses, including financial services and manufacturing firms (Chan 
et al., 1997) restaurants, (Jogaratnam, 1996), and microcomputer companies (Eisenhardt, 
1989). In addition, limited direct influences of strategic behaviors on firm performance 
might be attributed to the present research examining young, fast growth firms. These 
findings, however, are consistent with Hughes and Morgan’s (2007) study of 
entrepreneurial orientation in firms at embryonic stages of development, citing that these 
linkages are more complex than is often portrayed (p.657). 
 
Inter-relationships among firm performance variables were not hypothesized a priori as it 
was beyond the scope of the present thesis, yet results provide possible pathways for 
future research. In a somewhat surprising outcome, findings show that associations 
between new product success and financial performance are nonsignificant (γ = -0.02, t = 
-0.13, p > 0.05), suggesting that adapting to environmental conditions does not 
necessarily result in financial returns. This finding is inconsistent with Paladino (2007) 
who reported significant positive associations between these factors. It is plausible to 
suggest that successfully adapting to environments could have a lagged effect on 
financial performance (i.e., manager’s perceived improved performance has not yet 
materialized). However, in line with Ge and Ding (2005), there is a significant, positive 
relationship between market performance and financial performance (γ = 0.66, t = 6.09, p 
< 0.05). 
 
Post hoc testing of note reveals significant indirect relations between strategic behaviors 
(i.e. proactiveness) and financial performance, mediated by market performance. This 
finding reflects Ge and Ding (2005) who reported that direct effects between strategy and 
financial performance, were enhanced by the mediating effects of market performance. 
Given this finding, future research consideration should be given to investigating the 
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relevance of mediators on links between strategic behaviors on firm performance in order 
to improve understanding of this complex link. 
 
Table 3.16 shows path model results incorporating standardized coefficients and related t-
values for each hypothesized relationship. 
 
Table 3.16 Path model results: Standardized coefficients and t-values 
Hypotheses (Modeled Paths)   Standardized Coefficient t-value 
Strategic Orientation     
   H1a: Competitor Orientation  Aggressiveness .10 ns 
   H1b: Competitor Orientation  Analysis .19 ns 
   H1e: Competitor Orientation  Proactiveness .18 ns 
   H1f: Competitor Orientation  Riskiness -.39 -2.19 
   H2a: Learning Orientation  Aggressiveness .46 3.41 
   H2b: Learning Orientation  Analysis .40 3.19 
   H2e: Learning Orientation  Proactiveness -.05 ns 
   H2f: Learning Orientation  Riskiness .14 ns 
   H3a: Technological Orientation  Aggressiveness .17 2.69 
   H3b: Technological Orientation 
 
Analysis .13 2.17 
   H3e: Technological Orientation  Proactiveness .13 1.96 
   H3f: Technological Orientation  Riskiness .02 ns 
Strategic Behavior     
   H4a: Aggressiveness  New Product Success .13 ns 
   H4b: Aggressiveness  Market Performance .04 ns 
   H4c: Aggressiveness  Financial Performance -.01 ns 
   H4d: Analysis  New Product Success -.14 ns 
   H4e: Analysis  Market Performance .06 ns 
   H4f: Analysis  Financial Performance -.04 ns 
   H4m: Proactiveness  New Product Success .62 6.13 
   H4n: Proactiveness  Market Performance .35 3.21 
   H4o: Proactiveness  Financial Performance -.01 ns 
   H4p: Riskiness  New Product Success -.16 ns 
   H4q: Riskiness  Market Performance -.24 ns 
   H4r: Riskiness  Financial Performance -.08 ns 
Firm Performance     
   New Product Success  Financial Performance -.02 ns 
   Market Performance  Financial Performance .66 6.09 
Note. ns = nonsignificant t statistic 
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Tests for the Moderating Influence of Environmental Turbulence 
H5: Environmental turbulence moderates relationships between competitor 
orientation and strategic behaviors (aggressiveness, defensiveness, analysis, futurity, 
proactiveness, riskiness) 
Market turbulence moderates the competitor orientation - aggressiveness relationship 
(H5a), indicating that high levels of market turbulence strengthens this association (i.e., 
∆χ
2
(∆df = 1) > 3.84). Specifically, in environments characterized by high turbulence, the 
strength of the relationship is greater (γ = 0.49, t = 2.12, p < 0.05) than that reflected by 
nonturbulent markets (γ = -0.11, t = -0.63, p > 0.05). All other relationships are 
nonsignificant (Table 3.17). Thus, H5 is supported partially. 
 
In turbulent markets, competitor-oriented fast growth firms act promptly to competitive 
moves, and with heightened aggression. The present finding supports suggestions (Gao et 
al., 2007; Gatignon & Xuereb, 1997; Voss & Voss, 2000) that values of strategic 
orientations might be contingent upon external environments in dynamic contexts. 
Competitive enterprises are typically engaged in strong rivalries and counterattacks with 
competitors (Gatignon & Xuereb, 1997, p.88), leveraging behaviors and orientations 
(Hult et al., 2004) more readily than larger counterparts, in order to retain advantage. This 
finding is critical in the understanding of fast growth firm success, utilizing knowledge to 
react swiftly to environmental change in order to realign themselves. Hult, David, and 
Arrfelt (2007) recently concluded that firms devoting a great deal of effort developing 
competitive supply chain cultures will fall behind when market turbulence is strong 
(p.1047) if they focus too heavily on satisfying their markets. However, competitor-
oriented fast growth firms appear to attack the market with increased aggression when the 
composition of customers and their preferences change rapidly in order to retain 
advantage. 
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Table 3.17 Results of multigroup analyses: Competitor orientation – strategic 
behavior link 
Multigroup 
Analysisa 
Description χ2 df ∆χ2 
 
Sig. 
Market 
turbulence 
Unconstrained model 44 32 - - 
 H5a: The path of CoO and Agg is specified as 
equal across groups 
48 33 ∆χ2 = 4.0 
∆df = 1 
p<.05 
 H5c: The path of CoO and Ana is specified as 
equal across groups 
44.2 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H5e: The path of CoO and Pro is specified as 
equal across groups 
46.3 33 ∆χ2 = 2.3 
∆df = 1 
ns 
 H5f: The path of CoO and Risk is specified as 
equal across groups 
44.4 33 ∆χ2 = 0.4 
∆df = 1 
ns 
Competitive 
intensity 
Unconstrained model 44.4 32 - - 
 H5g: The path of CoO and Agg is specified as 
equal across groups 
46.3 33 ∆χ2 = 1.9 
∆df = 1 
ns 
 H5i: The path of CoO and Ana is specified as 
equal across groups 
46.7 33 ∆χ2 = 2.3 
∆df = 1 
ns 
 H5k: The path of CoO and Pro is specified as 
equal across groups 
45 33 ∆χ2 = 0.6 
∆df = 1 
ns 
 H5l: The path of CoO and Risk is specified as 
equal across groups 
45.9 33 ∆χ2 = 1.5 
∆df = 1 
ns 
Technological 
turbulence 
Unconstrained model 39.2 32 - - 
 H5m: The path of CoO and Agg is specified as 
equal across groups 
39.4 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H5o: The path of CoO and Ana is specified as 
equal across groups 
40.3 33 ∆χ2 = 1.1 
∆df = 1 
ns 
 H5q: The path of CoO and Pro is specified as 
equal across groups 
40.4 33 ∆χ2 = 1.2 
∆df = 1 
ns 
 H5r: The path of CoO and Risk is specified as 
equal across groups 
39.5 33 ∆χ2 = 0.3 
∆df = 1 
ns 
Note. Based on Wang (2008). a Total sample size is 117, including ‘high’ (n=59), and ‘low’ (n=58) 
subgroups. ∆χ2 = difference in χ2 value between models. ∆df = difference in the number of degrees of 
freedom. ns = nonsignificant.  
 
H6: Environmental turbulence moderates relationships between entrepreneurial 
strategic behaviors (aggressiveness, proactiveness, riskiness) and firm performance  
Table 3.18 shows results of multigroup analyses for each moderating variable. 
Technological turbulence significantly impacts only two hypothesized relationships 
between entrepreneurial strategic behaviors and firm performance, providing partial 
support for H6. Other tests for moderation are nonsignificant. Proactiveness impacts 
significantly on new product success under conditions of high (γ = 0.43, t = 3.93, p < 
0.05) and low (γ = 0.87, t = 5.22, p < 0.05) technological turbulence. Importantly, 
 113 
associations between variables are strengthened under low technological turbulence. As 
mentioned previously, Morgan et al. (2003) identified proactive firms as those that seek 
and maintain strategic fit with environments. The present findings support this view, 
while suggesting that adaptability of proactive firms is heightened when the rate of 
technological advancement is relatively low.  
 
Findings reveal that riskiness impacts negatively on market performance under conditions 
of low technological turbulence (γ = -0.50, t = -2.52, p < 0.05). This relationship, 
however, is nonsignificant when technological turbulence is high (γ = 0.07, t = 0.37, p > 
0.05). While Hughes and Morgan (2007) reported that risk-taking can inhibit product 
performance in the early stages of firm development, risk-taking is considered a defining 
characteristic of being entrepreneurial (p.658). Bromiley (1991) also concluded that risk-
taking behaviors can reduce subsequent performance levels. Notwithstanding, 
accumulating evidence suggests that riskiness needs to be tempered under certain 
environmental contexts. 
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Table 3.18 Results of multigroup analyses: Entrepreneurial strategic behavior – 
firm performance link 
Multigroup 
Analysisa 
Description χ2 df ∆χ2 
 
Sig. 
Market turbulence Unconstrained model 44 32 - - 
 H6a: The path of Agg and NPS is specified as equal across 
groups 
44.2 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H6b: The path of Pro and NPS is specified as equal across 
groups 
44 33 ∆χ2 = 0 
∆df = 1 
ns 
 H6c: The path of Risk and NPS is specified as equal across 
groups 
44.2 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H6d: The path of Agg and MP is specified as equal across 
groups 
46.4 33 ∆χ2 = 2.4 
∆df = 1 
ns 
 H6e: The path of Pro and MP is specified as equal across groups 44.3 33 ∆χ2 = 0.3 
∆df = 1 
ns 
 H6f: The path of Risk and MP is specified as equal across 
groups 
44.2 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H6g: The path of Agg and FP is specified as equal across groups 44.4 33 ∆χ2 = 0.4 
∆df = 1 
ns 
 H6h: The path of Pro and FP is specified as equal across groups 46.3 33 ∆χ2 = 2.3 
∆df = 1 
ns 
 H6i: The path of Risk and FP is specified as equal across groups 45.5 33 ∆χ2 = 1.5 
∆df = 1 
ns 
Competitive 
intensity 
Unconstrained model 44.4 32 - - 
 H6j: The path of Agg and NPS is specified as equal across 
groups 
44.4 33 ∆χ2 = 0 
∆df = 1 
ns 
 H6k: The path of Pro and NPS is specified as equal across 
groups 
44.8 33 ∆χ2 = 0.4 
∆df = 1 
ns 
 H6l: The path of Risk and NPS is specified as equal across 
groups 
44.6 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H6m: The path of Agg and MP is specified as equal across 
groups 
45.1 33 ∆χ2 = 0.7 
∆df = 1 
ns 
 H6n: The path of Pro and MP is specified as equal across groups 44.9 33 ∆χ2 = 0.5 
∆df = 1 
ns 
 H6o: The path of Risk and MP is specified as equal across 
groups 
47.1 33 ∆χ2 = 2.7 
∆df = 1 
ns 
 H6p: The path of Agg and FP is specified as equal across groups 44.4 33 ∆χ2 = 0 
∆df = 1 
ns 
 H6q: The path of Pro and FP is specified as equal across groups 45.7 33 ∆χ2 = 1.3 
∆df = 1 
ns 
 H6r: The path of Risk and FP is specified as equal across groups 46.3 33 ∆χ2 = 1.9 
∆df = 1 
ns 
Technological 
turbulence 
Unconstrained model 39.2 32 - - 
 H6s: The path of Agg and NPS is specified as equal across 
groups 
39.3 33 ∆χ2 = 0.1 
∆df = 1 
ns 
 H6t: The path of Pro and NPS is specified as equal across groups 43.8 33 ∆χ2 = 4.6 
∆df = 1 
p<.05 
 H6u: The path of Risk and NPS is specified as equal across 
groups 
39.4 33 ∆χ2 = 0.2 
∆df = 1 
ns 
 H6v: The path of Agg and MP is specified as equal across 
groups 
39.7 33 ∆χ2 = 0.5 
∆df = 1 
ns 
 H6w: The path of Pro and MP is specified as equal across 
groups 
39.3 33 ∆χ2 = 0.1 
∆df = 1 
ns 
 H6x: The path of Risk and MP is specified as equal across 
groups 
43.2 33 ∆χ2 = 4.0 
∆df = 1 
p<.05 
 H6y: The path of Agg and FP is specified as equal across groups 39.3 33 ∆χ2 = 0.1 
∆df = 1 
ns 
 H6z: The path of Pro and FP is specified as equal across groups 39.8 33 ∆χ2 = 0.6 
∆df = 1 
ns 
 H6aa: The path of Risk and FP is specified as equal across 
groups 
42.7 33 ∆χ2 = 3.5 
∆df = 1 
ns 
Note. a Total sample size is 117, including ‘high’ (n=59), and ‘low’ (n=58) subgroups. ∆χ2 = difference in χ2 value between models. 
∆df = difference in the number of degrees of freedom. ns = nonsignificant.  
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H7: Environmental turbulence moderates relationships between conservative 
strategic behaviors (defensiveness, analysis, futurity) and firm performance  
Findings indicate that instances of high market turbulence strengthen associations 
between analysis and market performance, supporting H7e. More specifically, in markets 
characterized by high turbulence there are positive relationships (γ = 0.47, t = 2.59, p < 
0.05) between constructs. However under low market turbulence this link becomes 
negative, and nonsignificant (γ = -0.14, t = -0.70, p > 0.05). All other hypothesized 
relationships (H7b, H7h, H7k, H7n, H7q) are nonsignificant (Table 3.19). Therefore, H7 
is supported partially. 
 
Table 3.19 Results of multigroup analyses: Conservative strategic behavior – firm 
performance link 
Multigroup 
Analysisa 
Description χ2 df ∆χ2 
 
Sig. 
Market 
turbulence 
Unconstrained model 44 32 - - 
 H7b: The path of Ana and NPS is specified as equal 
across groups 
44.6 33 ∆χ2 = 0.6 
∆df = 1 
ns 
 H7e: The path of Ana and MP is specified as equal 
across groups 
49.9 33 ∆χ2 = 5.9 
∆df = 1 
p<.05 
 H7h: The path of Ana and FP is specified as equal 
across groups 
44.6 33 ∆χ2 = 0.6 
∆df = 1 
ns 
Competitive 
intensity 
Unconstrained model 44.4 32 - - 
 H7k: The path of Ana and NPS is specified as equal 
across groups 
46.8 33 ∆χ2 = 2.4 
∆df = 1 
ns 
 H7n: The path of Ana and MP is specified as equal 
across groups 
44.4 33 ∆χ2 = 0 
∆df = 1 
ns 
 H7q: The path of Ana and FP is specified as equal 
across groups 
45.3 33 ∆χ2 = 0.9 
∆df = 1 
ns 
Technological 
turbulence 
Unconstrained model 39.2 32 - - 
 H7t: The path of Ana and NPS is specified as equal 
across groups 
39.3 33 ∆χ2 = 0.1 
∆df = 1 
ns 
 H7w: The path of Ana and MP is specified as equal 
across groups 
40.9 33 ∆χ2 = 1.7 
∆df = 1 
ns 
 H7z: The path of Ana and FP is specified as equal 
across groups 
40.3 33 ∆χ2 = 1.1 
∆df = 1 
ns 
Note. a Total sample size is 117, including ‘high’ (n=59), and ‘low’ (n=58) subgroups. ∆χ2 = difference in χ2 value 
between models. ∆df = difference in the number of degrees of freedom. ns = nonsignificant.  
 
The present finding supports suggestions (Spicer & Sadler-Smith, 2006; Wyer & Mason, 
1998) that effective knowledge is key to SME success during challenging, turbulent 
periods. Furthermore, Eisenhardt (1989) observed that analytical activities are positively 
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related to performance in volatile situations. Highlighting the significance of enhanced 
market performance to smaller enterprises, a respondent in Kohli and Jaworski’s (1990) 
study stated, customer satisfaction, positive word of mouth, repeat business is enhanced. 
Customer retention is better for us, it is less expensive (p.13). Interestingly, Covin and 
Slevin (1989) offered an alternative view, signifying conservative approaches are more 
beneficial (than entrepreneurial behaviors) for small firms operating in benign 
environments.  
 
Tests for Extraneous Influences on Firm Performance 
In order to account for effects of extraneous variables, eleven controls (firm age, firm 
size, market growth, buyer power, supplier power, seller concentration, ease of entry, 
technological change, competitive intensity, market dynamism, government regulation) 
were assessed to examine their influence on elements of firm performance (i.e., new 
product success, market performance, financial performance). Utilizing a structural 
model (Appendix 3.6), associations between Study 1 control and firm performance 
variables are tested.  
 
Salient findings indicate a poor fit with study data (χ2/df = 17.26, GFI = 0.95, CFI = 0.76, 
IFI = 0.83, RMSEA = 0.37). Fast growth enterprises are largely structured around 
environmental constraints (e.g., government policy, environmental instability) as 
evidenced by a lack of influence from extraneous variables on firm performance. These 
processes further illustrate the adaptive abilities of fast growth firms, as performance can 
be influenced by a number of factors (Morgan, McGuinness, & Thorpe, 2000).  
 
Close inspection of path coefficients reveals that market growth impacts positively on 
financial performance (γ = 0.20, t = 2.94, p < 0.05). This outcome is not unexpected as 
fast growth firms generally operate in burgeoning markets (Hoy et al., 1992; Littunen & 
Tohmo, 2003; Siegel et al., 1993; Todd & Taylor, 1993).  
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Present findings reveal that high levels of buyer power impact negatively on new product 
success (γ = -0.13, t = 2.41, p < 0.05), and market performance (γ = -0.09, t = -1.96, p < 
0.05). Specifically, when buyer power is high, customer’s readily negotiate prices, and 
buyers encourage the production of higher quality products (Slater & Narver, 1994), 
ultimately influencing performance. This finding is unsurprising as instances of increased 
buyer power can create difficulties in maintaining high levels of customer satisfaction 
and market adaptability. In the event of increased buyer power, in-depth understanding of 
competitor’s capabilities might be key to retaining competitive advantage (Slater & 
Narver, 1994), reemphasizing the significance of knowledge, competitive awareness, and 
proactive behaviors (Todd & Taylor, 1993). Notably, firm age and size has no bearing on 
performance outcomes in the present study. 
 
Test of Common Methods Bias: Social Desirability 
Structural equation modeling procedures were adopted to test for common methods bias 
(Podsakoff et al., 2003). Figure 3.8 shows a poor fitting model involving tests of 
association between social desirability and model parameters (χ2/df = 1.74, GFI = 0.78, 
CFI = 0.54,  IFI = 0.57, RMSEA = 0.080), with all path coefficients being close to zero 
and nonsignificant (all ps > 0.05). The present results suggest that social desirability bias 
can be ruled out as a rival hypothesis of associations between variables.  
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Figure 3.8 Common methods bias (social desirability) model 
 
 
In summary, Study 1 findings suggest that strategic orientations - strategic behaviors - 
firm performance linkages are influenced minimally by environmental turbulence effects, 
suggesting that relationships are relatively robust (Kohli & Jaworski, 1990) across 
conditions characterized by high and low market turbulence, competitive intensity, and 
technological turbulence. Having said that, instances of adaptive fit in fast growth firms 
were found, as indicated by significant moderating effects on four (out of 48) tested 
hypothesized relationships. The following section presents Study 1 limitations and 
implications for theory and practice. Areas for future research are also proposed. 
 
Limitations and Implications 
 
Limitations 
Findings of Study 1 should be viewed in light of five main limitations. First, this 
investigation utilized a cross-sectional research design in which data were collected at a 
single point in time. Strategic orientations evolve and change over time (Kohli & 
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Jaworski, 1990), thus the present findings capture only a window of the dynamics of this 
evolutionary process. Analysis of static, rather than longitudinal parameters, limits 
inferences associated with relationships between constructs (Bowen & Wiersema, 1999). 
Accordingly, future studies could consider utilizing longitudinal methods, investigating 
the dynamic nature of strategic orientation and strategic behaviors employed by fast 
growth firms in order to maintain ongoing fit and competitive advantage.  
 
Second, utilization of a single-informant (CEO and/or founder) presents as another 
limitation. Accessing multiple sources of information not only tap the complexity of 
relationships between variables but also strengthens both the reliability and validity of 
findings. Having said that, research (Kumar, Stern, & Anderson, 1993) highlights the 
problems associated with using multiple sources of information or multiple informants. 
These problems include, for example, informant competence and disagreements between 
sources due to informant biases. Self-report data are open to perceptual or attitudinal 
biases. Inclusion of measures of social desirability in the present design was employed to 
counteract this potential problem. Third, only subjective performance measures were 
administered. It is noteworthy that the jury is still out on a decision on the merits of using 
only objective performance-measure data. Researchers have reported inconsistent (Harris, 
2001; Jaworski & Kohli, 1993), and consistent (Covin, Slevin, & Schultz, 1994; Han et 
al., 1998) findings. Obtaining access to objective and reliable performance measures is 
difficult (Gonzalez-Benito & Gonzalez-Benito, 2005; Shoham, 1998). On the positive 
side, the present investigator had access to 4-years of turnover figures (i.e., 2001 – 2005), 
that had been verified by external accountants / auditors. Fourth, in keeping with Hult and 
Ketchen (2001) and Nasution and Mavondo (2008), the present thesis uses specific 
strategic behaviors as proxy measures for positional advantage as there currently appears 
to be no specific set of scales that directly measure competitive advantage (Tan, 2007).  
 
Finally, issues concerning sample size is another limitation. While it can be argued that 
the sample size is adequate (n = 117), relatively larger samples enhance statistical power 
of analyses and improve generalizability of findings. Accessing a larger sample for the 
present thesis was prohibitive in terms of available resources (cost, time constraints, 
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identification of fast growth firms). SEM techniques also require an optimal proportion of 
participants relative to model indicators (Kaplan, 2000). For these reasons Study 1 
utilized data reduction techniques (Jöreskog & Sörbom, 1989b; Munck, 1979) in order to 
reduce the number of measurements in the proposed model. Although recent studies have 
employed similar techniques (e.g., Politis, 2001; Politis, 2005a, 2005b; Singh & Smith, 
2004), this method provides foundation for further, multifaceted research into smaller, 
niche samples. Relatively small samples impact on the reliability and validity levels of 
variables. Despite this limitation established measures were used. Notwithstanding, 
Sawyer and Peter (1983) contended that researchers should have confidence in studies 
involving the smaller samples (p.124). In the face of these limitations, it can be argued 
that the findings of the present thesis contribute significantly to strategic management, 
marketing, and entrepreneurship literature, as elaborated earlier.  
 
Implications 
Eight major implications for theory and practice emanate from Study 1: Development and 
testing of a unique model of fast growth SME performance; operationalization of 
strategic orientation from the perspective of competitive, learning, and technological 
orientations; identification of proactiveness as a key intervening variable in the strategic 
orientation – firm performance relationship; strategic behaviors can be regarded as 
important proxy measures of positional advantage; definitions of fast growth firms should 
incorporate competitive focus, analytical behaviors, and market growth; contingency and 
resource-based theories should continue on separate paths of inquiry; more sensitive 
environmental turbulence measures than those currently available are required; and 
subsequent studies of firm performance should employ multiperspective contingency 
analyses.  
 
First, as outlined in Chapter 1, there is a dearth of models investigating interrelationships 
between strategic orientations, strategy, environmental factors, and firm performance, in 
the context of SMEs (Deshpande & Farley, 2004; Tzokas et al., 2001). While the 
proposed model goes some way to filling this void, the proof of the pudding lies in the 
 121 
replication and extension of this conceptualization. Relatively little is known about how 
the aforementioned factors combine across and within environmental categories 
(Deshpande & Farley, 2004). Investigators should therefore consider further conceptual 
development and testing of the proposed model, in order to advance understanding of 
SME performance. Testing is encouraged in a broader range of countries and cultural 
environments, gaining further insight into these relationships, whilst broadening the 
scope of generalization. This model was tested with a relatively small heterogeneous, 
sample of Australian fast growth companies. Future research should utilize a larger 
sample to further enhance the statistical power (Hair et al., 2006) and generalizability of 
the proposed model.  
 
Second, following the lead of Morgan and Strong (1998; 2003), and Santos-Vijande et al. 
(2005), this thesis distinguishes between three elements of strategic orientation 
(competitor, learning, technological), assessing their differential effects on strategic 
behaviors and firm performance. Results stand in line with Zhou et al. (2005b), 
demonstrating that strategic orientations represent deeply rooted values and beliefs that 
bring about certain behaviors, which in turn effect firm performance. Recent calls to shift 
the focus from market orientation (Grinstein, 2008), have culminated in greenfield areas. 
Accordingly, there is a window of opportunity to explore interrelationships between 
different combinations of orientations (e.g., entrepreneurial orientation, customer 
orientation), their antecedents and consequences, under different contexts (e.g., fast 
versus slow growth enterprises) and environmental (e.g., hostile versus benign) 
conditions. Up until now, it appears that the focus of strategic orientation research has 
been somewhat narrow, centering heavily on the performance effects of market 
orientation. As recent discussions (Jantunen et al., 2008) and the present findings suggest, 
strategic orientations guide firms’ activities, ultimately influencing performance, 
providing much needed opportunities to broaden this focus.  
 
Third, proactiveness is a key intervening variable between strategic orientation and firm 
performance. Extant studies of strategic orientation have focused mainly on the 
orientation – performance relationship, leaving underlying processes largely untapped 
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(see Noble et al., 2002). Findings indicating the presence of mediating effects provide 
important implications for a field replete with mixed evidence (see Kirca et al., 2005). 
For researchers, future models incorporating strategic orientation and firm performance 
should consider the intervening roles of proactive-type activities. Although these findings 
alert to the mediating role of proactiveness, future research can test for mediation 
statistically by following Baron and Kenny’s (1986) analytic conditions.  
 
For managers, findings suggest that firm adaptability and customer value are obtained 
when proactive activities are successfully implemented. However, not all strategic 
behaviors enhance performance. As Lumpkin and Dess (1996) noted, strategic 
dimensions can vary independently. Current results reveal that risk-taking behavior can 
inhibit market performance under certain conditions, while aggressiveness and analysis 
can contribute minimally. Management must remain mindful of negative performance 
implications, based on certain strategic behaviors, for two reasons: Unnecessary strain 
can be placed on vital resources; and implementation of inappropriate strategies can 
culminate in environmental misfit, leading to performance declines or even failure, 
particularly in competitive environments (Miles & Snow, 1984). 
 
Hughes and Morgan (2007) suggest conducting value-added analyses. Assessment of 
current and future activities can begin with a review of current practices, and result in the 
implementation of organization-wide policies. Consequently, management should place 
weight only behind activities that add value to firms. Importantly, value-added 
assessments must also include thorough external analyses (i.e., competitive 
environments), as certain strategic behaviors can be beneficial under particular contexts 
(Covin & Slevin, 1989). As a case in point, findings indicate that analytical behaviors are 
more advantageous for firms that operate in highly turbulent environments. 
 
Fourth, it appears that no specific measures of positional advantage exist in literature 
(Tan, 2007). Accordingly, the present thesis employs strategic behaviors as proxies for 
positional advantage. Taking stride with Hult and Ketchen (2001), and Nasution and 
Mavondo (2008), the present thesis proposes that combinations of strategic behaviors 
 123 
provide positional advantage through the manifestation of superior customer value. 
Findings indicate that proactiveness enhances customer value (market performance). 
Similarly, analysis enhances customer value under conditions of high environmental 
turbulence. Providing an important implication for competitive advantage research, 
results indicate that, under certain conditions, both entrepreneurial and conservative 
strategic behaviors can lead to positional advantage through enhanced customer value. 
 
Fifth, researchers (Ireland & Hitt, 1997; Upton et al., 2001) proffer that fast growth 
enterprises are aggressive, proactive risk-takers. Findings support this position, while 
suggesting that analytical behaviors play a key role in determining the strategic posture of 
growth firms. As previously outlined, analytical firms encourage knowledge building 
capacities (Morgan & Strong, 2003) and problem-solving capabilities, while also 
acquiring and disseminating knowledge from internal and external environments (Miller 
& Friesen, 1984). It is plausible to suggest that analytical behaviors could be a key 
behavioral trait differentiating fast-growth enterprises from their counterparts. Analytical 
behaviors appear to complement entrepreneurial characteristics (e.g., responding to 
market signals, searching for new opportunities), through effective knowledge-based 
capabilities.  
 
Investigators (Kim & Mauborgne, 1997; Tan, 2007) describe fast growth firms as 
customer-centric in their approach to business. To the contrary, the present findings 
demonstrate that competitor orientation is a distinct measure of firm culture, limiting risk-
related behaviors. Moreover, the present findings indicate that market growth contributes 
significantly to firm performance in fast growth enterprises, in line with the literature 
(Hoy et al., 1992; Littunen & Tohmo, 2003; Siegel et al., 1993; Todd & Taylor, 1993). 
Future investigations should therefore be cognisant of these distinctions (i.e., competitive 
focus, analytical behaviors, market growth) when operationalizing fast growth firms.  
 
Sixth, as noted in Chapter 1, this thesis investigates competitive advantage utilizing two 
perspectives: resource-based (Wernerfelt, 1984), and contingency (Lawrence & Lorsch, 
1967) approaches, by basing Day and Wensley’s (1988) SPP framework on contingency 
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logic. RBV and contingency theory represent two conceptualizations rarely integrated in 
empirical models of competitive advantage (Miller & Shamsie, 1995; Priem & Butler, 
2001a), particularly in the context of fast growth enterprises. Findings reveal that 
elements of the proposed model, linking strategic orientation, strategic behavior, and firm 
performance are resilient to the effects of environmental turbulence. This outcome raises 
two implications for competitive advantage research: Day and Wensley’s (1988) SPP 
framework is robust, largely uninfluenced by external environmental effects. In spite of 
calls for contingency theories of resource value (Priem & Butler, 2001a), results suggest 
that RBV should continue on its current line of inquiry, examining the role of internal 
sources of competitive advantage. Alternatively, more sensitive measures are required for 
the development of contingency-based research utilizing Kohli and Jaworski’s (1990) 
environmental turbulence moderators.  
 
Finally, the present thesis employs moderation in its specification of fit (Venkatraman, 
1989a). Tests for moderation are utilized to determine the impact of environmental 
turbulence on hypothesized relationships. Researchers have recently begun employing 
multiple methods in the specification of fit (Xu et al., 2006), however each perspective 
begs different research questions. Providing alternative methodologies, configurational 
approaches are utilized increasingly in strategic management (Lukas et al., 2001) and 
marketing (Hughes & Morgan, 2008) literature. The configuration, or profile deviation 
perspective, views fit as adherence to an ideal configuration of resources and strategies 
for a given environment (Venkatraman & Prescott, 1990), thus producing high 
performance. Although moderation and profile deviation perspectives provides unique 
conceptualizations in terms of theoretical meaning, each explicitly incorporates 
performance implications (Xu et al., 2006). Thus, there is merit for future research to 
consider utilizing multiperspective analyses. Comparing results across different forms of 
fit on same dataset could lead to serendipitous findings (Venkatraman, 1989a).  
 
Furthermore, profile deviation might enable investigators to examine complex constructs 
and contingencies by assessing fit from a multidimensional perspective. Configurational 
theory literature advocates single industry designs when examining fit - performance 
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relationships (Vorhies & Morgan, 2003). Building upon conceptualizations introduced in 
the proposed model, future research could be confined to a single, growth industry (e.g., 
biotechnology), incorporating the research question: Which configuration of resources, 
strategic behaviors, and environmental conditions maximize fit and performance in fast 
growth firms?  
 
Notwithstanding, fast growth firms demonstrate sound environmental fit. Their 
outstanding performance, according to Miles and Snow (1984) is associated with tight fit, 
externally with the environment, and internally among strategy, structure and 
management process. Findings suggest that strategic alignment in fast growth firms can 
be largely attributed to their proactiveness, enhancing firms’ adaptability (new product 
success) to environmental change. However, environmental factors constantly change, 
requiring incremental strategic changes in order to realize ongoing fit. These attributes 
beg the question; does the proposed model hold over time? In order to capture the 
dynamic nature of fit, Study 2 represents a replication of Study 1 designed to test the 
proposed model under changed economic conditions. The following chapter reports 
Study 2.  
 
In summary, Study 1 develops and tests an hypothesized, contingency-based model of 
competitive advantage on a sample of 117 fast growth companies. Findings indicate that 
particular elements of strategic orientation (competitor, learning, technological 
orientation) are significant antecedents to strategic behaviors (aggressiveness, analysis, 
proactiveness, riskiness), and firm performance (new product success, market 
performance, financial performance). However, proactiveness appears to hold a key 
mediating role across strategic orientation - firm performance relationships. Hypothesized 
relationships appear to be relatively robust across conditions of high and low 
environmental turbulence. Notwithstanding, results indicate instances of adaptive fit in 
fast growth firms under certain environmental conditions. 
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Chapter 4 
Study 2 
 
Overview 
In a replication of Study 1, the present investigation addresses the question; does the 
proposed model hold over time in the context of changed economic environments? 
Specifically, to what extent, if any, do strategic orientation, strategic behavior, and firm 
performance linkages change over time? 
 
Consistent with the previous chapter, Chapter 4 describes the present Method, including 
measures utilized, tests of reliability and validity of constructs, data collection and 
statistical procedures, and assessment for common methods bias (i.e., social desirability). 
Results and Analysis are presented, detailing data screening procedures and outcomes, 
confirmatory factor analyses, path analyses, tests for moderation, while reviewing salient 
findings in light of research. This chapter concludes with a discussion of implications for 
theory and practice, and pathways for future research. 
 
Method 
Participants 
Table 4.1 shows company and industry demographics for 2005 and 2006 cohorts. It 
should be noted that statistical tests for differences in mean scores and proportions on 
company characteristics are nonsignificant across these two periods. Participants are 109 
private (n = 97) and public (n = 12) Australian companies, partaking in the 2006 Business 
Review Weekly (BRW) Fast 100 research (Walker, 2006). Inclusion/exclusion criteria 
and calculations of growth rates reflect those of Study 1. As shown in Table 4.1, on 
average, companies are almost eight years of age, with 48 full-time employees. 35 of 
these companies were also participants in Study 1, satisfying the inclusion criteria for two 
consecutive years (Appendix 4.1 lists companies participating in Studies 1 & 2). 
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Prominent industry sectors included Information Technology (22%), Personal and other 
services (13%), Communications (12%), and Property and business services (11%).  
 
Table 4.1 Company characteristics 
Company Characteristics % (2006) 
(n=109) 
% (2005) 
(n=117)  
Company Age (years)   
• Mean (Standard Deviation) 7.91 (4.56) 7.29 (3.79) 
• Median 6 7 
Company Size (employees)   
• Mean (Standard Deviation) 47.60 (40.84)a 46.96 (51.46)a  
• Median 41 26 
• Range 4 - 201 2 - 240 
Company Type   
• Private 87 86 
• Public (ASX Listed) 13 14 
Industry   
• Information Technology 22 23 
• Personal and other services 13 5 
• Communications 12 4 
• Property and business services 11 23 
• Finance and Insurance 9 17 
• Construction 7 4 
• Manufacturing 7 4 
• Retail trade 5 5 
• Accommodation, cafes, and restaurants 3 2 
• Mining 3 1 
• Transport and storage 3 3 
• Cultural and recreational services 2 1 
• Education 2 2 
• Health and community services 1 2 
• Wholesale trade 0 3 
• Agriculture, forestry, and fishing 0 1 
Growth   
• Average Turnover Growth 96.50 98.74 
• Min – Max Turnover Growth 21.39 – 650.13 21.97 - 759.58 
• Plan to hire more employees in the next financial year 94 99 
• Have overseas location/s 33 24 
• Have an internationalization strategy 55 44 
• Anticipating Growth in next financial year 100 99 
• Recent company acquisition/s (past 1-2 years) 24 22 
Note. For 2005 and 2006 cohorts, statistical tests for differences in mean scores and proportions on 
company characteristics are nonsignificant (all ps > 0.05).  a Full-time employees (two part-time employees 
are the equivalent of one full-time employee). 
 
Companies experienced growth rates of up to 650%. 96% of firms plan to recruit more 
people in the coming year. This cohort appears to hold a more international focus than its 
predecessor, with 33% managing overseas operations, with over half (55%) of those yet 
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to move offshore, planning to internationalize their products and/or services within the 
next two years.  
 
As in Study 1, key informants are company CEOs and/or founders (Table 4.2). As shown 
in Table 4.2, 92% of entrepreneurs are male with two-thirds (66%) holding tertiary or 
post-graduate qualifications. Principal reasons for starting their businesses involve 
identification of a niche (46%), with 42% citing market dominance of that niche as their 
primary goal.  
 
Table 4.2 Demographics of entrepreneurs 
CEO / Founder % (2006) 
(n=109) 
% (2005) 
(n=117) 
Gender   
• Male 92 96 
• Female 8 4 
Education   
• Tertiary 51 50 
• HSC (year 12) 17 15 
• Other 10 5 
• MBA 10 16 
• Less than HSC (year 12) 7 12 
• PhD or Doctorate 5 1 
Reasons for Starting the Business   
• Saw a niche 41 33 
• Independence 24 21 
• Wealth creation 14 14 
• Challenge 9 19 
• Lack of career opportunities in previous employment 6 1 
• Could do the job better than your former boss 4 3 
• Buying yourself a job 1 2 
• Other 1 6 
Company Goals   
• Dominate a niche 42 46 
• Become a global player 36 38 
• Only expand domestically 18 10 
• Remain a global player   4 6 
Note. For 2005 and 2006 cohorts, statistical tests for differences in mean scores and proportions on 
company characteristics are nonsignificant (all ps > 0.05).   
 
Measures 
As detailed in the Measures section of Chapter 3 (see p.74), the 2006 Fast 100 
questionnaire is the same as that employed in Study 1, and is not described here.  
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Procedure 
Data collection took place during July and December 2006, virtually replicating the 3 
phase procedure utilized in Study 1, except for one principal feature. Phase 1 involved 
204 self selecting companies. In order to eliminate at least one source of common 
methods bias (Podsakoff et al., 2003), Phase 2 differed to that of Study 1. Companies 
were provided a weblink and password to access a self administered questionnaire hosted 
online by brw.com.au, yielding a 96% response rate. A further 104 companies that did 
not make the final 2006 BRW Fast 100 list, because of relatively lower growth rates, 
were emailed the questionnaire in Phase 3. 31 questionnaires were returned, representing 
a response rate of 29.8%. Seven questionnaires were deemed unusable because >50% of 
data were missing (Hair et al., 2006), resulting in a final sample size of 109 fast growth 
companies. 
 
Statistical Procedures 
In keeping with Study 1, an iterative data analysis procedure was used, incorporating 
three principal stages: Data screening, confirmatory factor analysis, and path analysis. 
Data reduction methods (Jöreskog & Sörbom, 1989b; Munck, 1979) were employed to 
facilitate model development. Multigroup analyses were utilized to examine 
environmental turbulence moderators, incorporating two steps: Median split of 
environmental turbulence moderator variables (market turbulence, competitive intensity, 
technological turbulence), and χ2 difference tests. 
 
Social Desirability Bias 
As in Study 1, participants were assessed for social desirability response bias using 
Reynolds’ (1982) Form A measures, comprising 11 true-false items. Pearson correlation 
coefficients between measures of social desirability and strategic orientation, strategic 
behavior, firm performance, and environmental turbulence constructs are very low and 
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nonsignificant, ranging between r = 0.00 and r = 0.12, indicating that informants are not 
responding in a socially favorable manner. 
Results and Analysis 
 
This section reports Study 2 findings in relation to data screening tests, confirmatory 
factor analyses, path analyses, tests for moderation, and the effects of extraneous 
variables on firm performance. Where appropriate, results are reported in regard to seven 
principal a priori hypotheses and discussed in the light of research in the area. 
Implications for theory and practice are reviewed.   
 
Data Screening 
Data were checked and screened for errors, data entry accuracy, missing values, and for 
violations of multivariate statistical assumptions: normality, homogeneity of variance, 
multicollinearity, and outliers (see Appendix 4.2 for results of data screening tests). 
 
Confirmatory Factor Analyses 
In keeping with Study 1, confirmatory factor analyses were used to assess item and scale 
reliabilities, and where appropriate confirm uni-dimensionality (Anderson & Gerbing, 
1988). Two types of measurement models were used: one-factor congeneric and multi-
factor models (Holmes-Smith & Rowe, 1994), the results of which are presented below.  
 
One-Factor Congeneric Measurement Models 
Seventeen one-factor congeneric models were evaluated. Each model was checked for 
nonsignificant items. Models were respecified, in accord with Byrne (2001), until 
acceptable fit was obtained (see Appendix 4.3 for one-factor congeneric measurement 
models). Table 4.3 displays statistics from each one-factor congeneric model, including 
associated items and goodness-of-fit statistics. Of these models, two (futurity, 
technological turbulence) are just identified, and two (proactiveness, market 
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performance) are unidentified. RMSEA values for five models (competitor orientation, 
technological orientation, analysis, riskiness, financial performance) were poor, owing in 
part to the relatively small sample size (Hair et al., 2006), and low degrees of freedom 
(Chen et al., 2008).  Notwithstanding, constructs were retained for further tests of validity 
and reliability. The remaining eight measurement models fit data reasonably well (range 
of statistics: χ2/df = 0.13 – 1.78, GFI = 0.97 – 0.99, CFI = 0.98 – 1.00, IFI = 0.98 – 1.03, 
RMSEA = 0.00 - 0.09). 
 
Table 4.3 Goodness-of-fit statistics for one-factor congeneric models 
Construct Items χ2 df χ2/ df GFI CFI  IFI RMSEA 
Strategic Orientation        
Competitor 
Orientation 
CoO_1,2,3, 
4 
4.44 2 2.22 0.98 0.98 0.98 0.11 
Commitment to 
Learning (LO) 
CtL_1,2,3, 
4,6 
8.89 5 1.78 0.97 0.98 0.98 0.09 
Shared Vision (LO) SV_1,2,4,5, 
6 
6.35 5 1.27 0.98 0.99 0.99 0.05 
Open-mindedness 
(LO) 
OM_1,2,4, 
5,6 
5.08 5 1.02 0.98 0.99 0.99 0.01 
Technological 
Orientation 
TO_1,2,3,4 15.78 2 7.89 0.93 0.97 0.97 0.25 
Strategic Behavior        
Aggressiveness Agg_1,2,3,4 3.03 2 1.51 0.99 0.98 0.98 0.07 
Analysis Ana_1,2,3,5 5.02 2 2.51 0.98 0.96 0.96 0.12 
Defensiveness Def_1,2,3,4 1.32 2 0.66 0.97 1.00 1.03 0.00 
Futuritya Fut_2,3,4 0.03 1 0.03 1.00 1.00 1.01 0.00 
Proactivenessb Pro_1,2        
Riskiness Risk_1,2,3,4 6.54 2 3.27 0.97 0.87 0.88 0.15 
Firm Performance        
New Product 
Success 
NPS_1,3,4,5 0.87 2 0.43 0.99 1.00 1.01 0.00 
Market 
Performanceb 
MP_1,2        
Financial 
Performance 
FP_1,3,4,5 5.28 2 2.64 0.98 0.99 0.99 0.12 
Environmental Turbulence        
Competitive 
Intensity 
CI_1,2,3,4, 
5 
6.69 5 1.34 0.98 0.98 0.99 0.06 
Market Turbulence MT_1,2,4, 
5 
0.26 2 0.13 0.99 1.00 1.02 0.00 
Technological 
Turbulencea 
TT_1,2,4 0.62 1 0.62 0.99 1.00 1.00 0.00 
Note. aJust identified/saturated model. bUnidentified model. 
 
Appendix 4.4 shows standardized coefficients and t-values for each one-factor congeneric 
measurement model. Four items (Agg_2, Fut_3, Pro_2, MT_1) exceed the 1.0 threshold 
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for standardized coefficients, however, as mentioned in Study 1, this is acceptable as tests 
for multicollinearity are nonsignificant (Jöreskog, 1999). Moreover, loadings for seven 
retained items (OM_5, Agg_1, Agg_3, Ana_5, Def_4, Risk_1, MT_4) were low (<0.40), 
however their removal diminished goodness-of-fit indices, and were therefore retained 
for subsequent tests.  
 
Multi-factor Analysis 
Figures 4.1 to 4.4 show multi-factor models and goodness-of-fit statistics for Study 2 
constructs. 
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Note. All coefficients are significant at p<.001. 
 
Figure 4.1 Three-factor strategic orientation measurement model 
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Figure 4.1 shows a three-factor measurement model for strategic orientation constructs. 
Items with relatively low factor loadings (<0.40) and moderate-to-high cross-loadings 
were deleted. This measurement model fits the data well, and each construct satisfies 
unidimensionality criteria (Anderson & Gerbing, 1988). Theory (Sinkula et al., 1997) 
suggests that 18 items contribute to the measurement of three learning orientation sub-
dimensions (commitment to learning, shared vision, open mindedness). However, owing 
in part to the relatively small sample size, the present results indicate that four items 
(three commitment to learning and one shared vision) contribute significantly. 
Competitor orientation comprises three items. In line with theory (Gatignon & Xuereb, 
1997), four items measure the technological orientation construct.  
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Figure 4.2 Four-factor strategic behavior measurement model 
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Figure 4.2 shows multi-factor measurement model results for Venkatraman’s (1989b) 
strategic dimensions. Theory suggests 26 items contribute to the measurement of six 
factors (aggressiveness, defensiveness, analysis, futurity, proactiveness, riskiness).  Items 
were examined for factor structure. The present data indicate that nine items contribute to 
the measurement four strategic dimensions (analysis, futurity, proactiveness, riskiness). 
Aggressiveness and defensiveness are unexplained by the current dataset. 
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Figure 4.3 Three-factor firm performance measurement model 
 
Figure 4.3 shows that firm performance is measured by three factors: new product 
success, market performance, and financial performance, comprising eight items.  
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Figure 4.4 Three-factor environmental turbulence measurement model 
 
Environmental turbulence moderators (market turbulence [6 items], competitive intensity 
[6 items], and technological turbulence [5 items]) are collectively measured by 17 items 
(Jaworski & Kohli, 1993). Analysis culminated in a seven item multi-factor measurement 
model (Figure 4.4). 
 
Convergent and Discriminant Validity 
Assessment of statistically significant factor loadings in multi-factor models provides a 
test for convergent and discriminant validity (Gerbing & Anderson, 1988). For the 
present study, parameter estimates for multi-factor analyses were generally above an 
acceptable level (Paladino, 2007). However, two risk-related items (Risk_1 [γ = 0.31, t = 
2.64, p < 0.05], Risk_3 [γ = 0.36, t = 2.81, p < 0.05]), and one market turbulence item 
(MT_4 [γ = 0.28, t = 1.84, p > 0.05]) have loadings below a 0.40 threshold. Deletion of 
items, however, culminates in poor model fit. Despite relatively low factor loadings for 
the riskiness items, values are significant.  
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Loadings for the remaining items ranged from between 0.43 and 0.98. All factor loadings 
are significant (t > 1.96, p < 0.05), suggesting that convergent validity is supported by the 
present dataset. Furthermore, high correlations (e.g., > 0.85) between factors is a sign of 
poor discriminant validity (Kline, 2005). Low-to-middling results (0.10 - 0.73) indicate 
that factors provide acceptable levels of discriminant validity. 
 
Scale Reliability 
Internal reliability. Scale internal consistency is measured using Cronbach’s alphas 
(Cronbach, 1951). As shown in Table 4.4, the alpha values for riskiness and market 
turbulence are less than α = 0.50. Low alpha values can be attributed to use of a limited 
number of items to measure scales (Pallant, 2005), or relatively small sample sizes (Hair 
et al., 2006). Notwithstanding, alpha values for the remaining 11 constructs range from α 
= 0.66 to α = 0.94, satisfying a minimum acceptable criterion (Nunnally, 1967).  
 
Table 4.4 Reliability alphas 
Construct α 
Competitor Orientation 0.75 
Learning Orientation 0.77 
Technological Orientation 0.94 
Analysis 0.74 
Futurity 0.84 
Proactiveness 0.84 
Riskiness 0.46 
Market Performance 0.85 
New Product Success 0.79 
Financial Performance 0.89 
Market Turbulence 0.22 
Competitive Intensity 0.66 
Technological Turbulence 0.88 
 
Construct reliability and variance extraction. Construct reliability and variance 
extraction measures (Fornell & Larcker, 1981) were calculated. Construct reliability 
values greater than 0.6 and average variances extracted values greater than 0.5 are 
considered desirable (Bagozzi & Yi, 1988). Table 4.5 shows construct reliabilities, 
variance extracted values, standardized factor loadings, and t-values for constructs. 
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Table 4.5 Standardized coefficients, t-values, construct reliabilities, and variance 
extracted values for constructs 
Construct Measure Standardized 
λX 
t-value Construct 
Reliability (CR) 
Variance 
Extracted (VE) 
Strategic Orientation     
Competitor Orientation   0.76 0.52 
CoO_1 0.60 6.06   
CoO_2 0.72 7.32   
CoO_4 0.82 8.23   
Learning Orientation   0.79 0.50 
CtL_2 0.82 9.24   
CtL_3 0.78 8.66   
CtL_4 0.74 8.17   
SV_4 0.43 4.25   
Technological Orientation   0.94 0.79 
TO_1 0.92 12.41   
TO_2 0.95 13.21   
TO_3 0.83 10.50   
TO_4 0.84 10.58   
Strategic Behavior     
Analysis   0.75 0.60 
Ana_3 0.72 7.72   
Ana_4 0.83 8.97   
Futurity   0.85 0.75 
Fut_3 0.77 8.61   
Fut_4 0.95 11.02   
Proactiveness   0.86 0.76 
Pro_1 0.98 9.43   
Pro_2 0.75 7.44   
Riskiness   0.54 0.33 
Risk_1 0.31 2.64   
Risk_3 0.36 2.81   
Risk_4 0.87 3.94   
Firm Performance     
New Product Success   0.79 0.55 
NPS_1 0.75 7.86   
NPS_4 0.78 8.22   
NPS_5 0.70 7.34   
Market Performance   0.86 0.75 
MP_1 0.81 7.67   
MP_2 0.92 8.50   
Financial Performance   0.90 0.76 
FP_1 0.76 9.15   
FP_4 0.98 13.38   
FP_5 0.86 10.91   
Environmental Turbulence Moderator     
Market Turbulence   0.25 0.15 
MT_1 0.47 2.15   
MT_4 0.28 1.84   
Competitive Intensity   0.67 0.51 
CI_2 0.62 4.22   
CI_5 0.80 4.64   
Technological Turbulence   0.89 0.72 
TT_2 0.85 10.41   
TT_4 0.91 11.47   
TT_5 0.78 9.31   
 
Table 4.6 shows below acceptable construct reliabilities and variance extracted values for 
riskiness (CR = 0.54, VE = 0.33), and market turbulence (CR = 0.25, VE = 0.15), 
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indicating low convergent validity between item measures. Darsono and Junaedi (2006) 
noted that relationships between constructs involving high and low variance extracted 
values tend to be weak. In light of current results, and less than desirable outcomes for 
previous tests of reliability and validity, riskiness and market turbulence constructs were 
removed from subsequent analyses.  
 
Notwithstanding, results indicate that construct reliabilities for the remaining 11 
constructs range between 0.67 (competitive intensity) and 0.94 (technological 
orientation). Variance extracted values range from 0.50 (learning orientation) to 0.79 
(technological orientation), indicating middling-to-high internal consistency levels and 
sound discriminant validity. Satisfying acceptable reliability and validity criteria, these 11 
constructs were used for the development of an hypothesized model.  
 
Development of an Hypothesized Model 
Replicating the iterative model development process employed in Study 1, a two step 
approach was utilized. First, composite variables are developed through the application of 
Formula 1 (see p.84) (Jöreskog & Sörbom, 1989b). Second, parameter regression 
coefficients (λ) and measurement error variances (θ) are calculated using Munck’s (1979) 
Formulae 2 and 3 (see p.85). These values are then fixed into the path model (Figure 4.5) 
to examine relationships hypothesized a priori. Table 4.6 shows reliability estimates, 
mean scores, standard deviations, regression coefficients, and measurement errors for 
constructs.  
 
Table 4.6 Cronbach’s alphas, mean scores, standard deviations, regression 
coefficients and error variances for constructs 
Construct α Mean λ θ 
Competitor Orientation 0.75 3.19 (0.69) 0.60 0.12 
Learning Orientation 0.77 4.73 (0.76) 0.67 0.13 
Technological Orientation 0.94 5.28 (1.65) 1.59 0.17 
Analysis 0.74 2.47 (0.65) 0.56 0.11 
Futurity 0.84 3.68 (1.12) 1.03 0.20 
Proactiveness 0.84 5.02 (1.59) 1.46 0.40 
Market Performance 0.85 4.70 (0.65) 0.60 0.06 
New Product Success 0.79 3.87 (0.80) 0.71 0.14 
Financial Performance 0.89 4.76 (1.00) 0.94 0.11 
Note. Standard deviations in parentheses. 
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Path Analysis: Tests of Hypotheses 
Path analysis was used to test hypotheses, assessing the extent to which an hypothesized 
model adequately represents sample data. Table 4.7 shows a correlation matrix of 
theoretical constructs.  
 
Table 4.7 Correlation matrix of Study 2 constructs 
Constructs 1. 2. 3. 4. 5. 6. 7. 8. 9. 
1. Competitor 
Orientation 
1         
2. Learning 
Orientation 
.23* 1        
3. Technological 
Orientation 
.36** .38** 1       
4. Analysis 
 
.48** .45** .35** 1      
5. Proactiveness 
 
.42** .32** .54** .46** 1     
6. New Product 
Success 
.22* .22* .16 .19* .27** 1    
7. Market Performance 
 
.22* .30** .08 .29** .42** .31** 1   
8. Financial 
Performance 
.22* .17 .12 .36** .34** .20* -.18 1  
9. Competitive 
Intensity 
.27** -.07 .06 .12 .18 .07 .00 .18 1 
10. Technological 
Turbulence 
.21* .28** .52** .13 .17 .29** .03 .04 .24* 
Note. *p<.05. **p<.01. 
 
The Study 2 path model (Figure 4.5) contains three strategic orientation dimensions 
(competitor orientation, learning orientation, technological orientation), two strategic 
behavior (analysis, proactiveness), and three firm performance variables (new product 
success, market performance, financial performance). The model fits the data well (χ2/df 
= 1.22, GFI = 0.97, CFI = 0.99, IFI = 0.99, RMSEA = 0.045). The subsequent section 
reports and discusses results in relation to hypotheses, and research in the area. 
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Figure 4.5 Final path model of hypothesized relationships 
 
Analysis of Results 
This section discusses findings in relation to hypotheses, tests of moderation, influence of 
control variables, and issues of social desirability.  
 
In line with Santos-Vijande et al. (2005), strategic behaviors mediate the strategic 
orientation – firm performance relationship. Analytical and proactive strategic behaviors 
are two key strategic postures. Researchers have identified the critical nature of analytical 
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(Morgan & Strong, 1998) and proactive (Morgan et al., 2003) behaviors, encouraging 
firms to not only seek but maintain strategic fit with environments. These two strategic 
behaviors appear to be complementary in achieving this function, impacting positively on 
fast growth firm performance. 
 
Over 20 years ago, Hambrick and Crozier (1985) outlined the challenges faced by 
managers of fast growth firms in their pursuit of resources. Findings suggest that fast 
growth firms are adept at organizational problem-solving, and acquiring and 
disseminating knowledge, setting strong foundations that can withstand challenges 
associated with rapid growth. By way of contrast, strategic dimensions of aggressiveness, 
defensiveness, futurity, and riskiness do not mediate the strategic orientation – firm 
performance link. This finding flies-in-the-face of evidence suggesting that 
aggressiveness and riskiness are important intrinsic characteristics of fast growth firms 
(Ireland & Hitt, 1997; Upton et al., 2001). In line with Covin and Slevin (1991), evidence 
suggests that certain environmental contexts influence the selection of strategic 
behaviors.  
 
Strategic Orientation and Strategic Behavior 
H1: Competitor orientation impacts positively on strategic behavior 
As shown in Figure 4.5, competitor orientation is related significantly to two dimensions 
of strategic behavior: analysis (γ = 0.51, t = 4.30, p < 0.05) and proactiveness (γ = 0.34, t 
= 3.14, p < 0.05), supporting H1b and H1e. Accordingly, partial support is found for H1. 
 
This finding is consistent with Morgan and Strong (1998) and Santos-Vijande et al. 
(2005), reporting positive influences of market orientation on analytical and proactive 
behaviors. Similarly, Ge and Ding (2005) reported positive associations between 
competitor orientation and innovation, a key indicator of proactive entrepreneurial firms 
(Miller & Friesen, 1984).  
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Evidence of competitor orientations enhancing analytical and proactive behaviors 
challenges views (Tan, 2007) maintaining that fast growth companies do not necessarily 
have a strong focus on competitors, preferring to be innovative and to lead their industries 
(Kim & Mauborgne, 1997) by emphasizing customer-centric activities.  
 
H2: Learning orientation impacts positively on strategic behavior 
H2b and H2e posit relationships between learning orientation and strategic behaviors. 
Results indicate a significant positive link between learning orientation and analysis (γ = 
0.44, t = 3.67, p < 0.05). Relationships between learning orientation and proactiveness are 
nonsignificant, failing to support Hypothesis H2e. Thus, H2 is only supported partially.  
 
These results suggest that learning cultures cultivate superior problem-solving 
capabilities and complete understanding of internal and external environments (Miller & 
Friesen, 1984). Considered key organizational qualities, knowledge-based capabilities set 
foundations for future success (Lukas et al., 1996) and competitive advantages (De Geus, 
1988). Similarly, Spicer and Sadler-Smith (2006) contended that through learning, 
smaller firms improve their ability to assimilate to environments, evidenced here through 
their application of enhanced analytical behaviors. 
 
H3: Technological orientation impacts positively on strategic behavior 
Technological orientation impacts positively and significantly on proactiveness (γ = 0.41, 
t = 3.92, p < 0.05). Associations between technological orientation and analysis are 
nonsignificant, failing to support H3b. Therefore, H3 is supported only partially. Zhou et 
al. (2005b) classified technologically-oriented firms as proactive innovators, promoting 
an openness to new ideas and processes. Similarly, Han et al. (2001) noted that 
technological orientations foster proactive adoption of new technologies for new products 
and business operations.  
 
It should be noted that although direct relationships between strategic orientations and 
firm performance were not hypothesized a priori, findings reveal that technological 
orientation impacts negatively on market performance (γ = -0.35, t = -2.62, p < 0.05). 
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Firms over-emphasizing the acquisition and implementation of new technologies run the 
risk of technological myopia (Zahra & Covin, 1993, p.473), neglecting other equally 
important aspects of their businesses. Thus, findings suggest that fast growth firms over-
investing resources in technologically-oriented activities exhibit reduced levels of market 
performance. By way of contrast, researchers (Gao et al., 2007; Jeong et al., 2006) report 
positive linkages between technological orientation and elements of firm performance, 
however differences can be attributed in part to disparate research settings (e.g., Australia 
versus China). Notwithstanding, post hoc testing reveals a positive mediating role of 
proactiveness in the technological orientation - market performance relationship, 
suggesting that technologically-oriented fast growth firms must exhibit proactive 
behaviors in order to enhance customer value and satisfaction.  
 
Strategic Behavior and Firm Performance 
H4: Strategic behavior impacts positively on firm performance 
Consistent with Study 1, proactiveness impacts significantly and positively on new 
product success (γ = 0.38, t = 2.77, p < 0.05), and market performance (γ = 0.60, t = 4.01, 
p < 0.05). Results also indicate that analysis impacts financial performance positively (γ 
= 0.26, t = 2.02, p < 0.05). Tests fail to support hypotheses H4d, H4e, and H4o. 
Accordingly, H4 is supported only partially.  
 
Smallbone et al. (1995) suggested that growth firms enhance performance in dynamic, 
difficult to navigate environments via proactive activities. As outlined by Zajac et al. 
(2000) when organizations act proactively…they may be better positioned for future 
performance gains (p.449). More recently, Hughes and Morgan (2007), opined that for 
young, growth firms, organizing activities around proactiveness, and to some extent 
innovativeness, is essential to securing improved performance…securing a firm foothold 
in their chosen marketplace is critical to securing longer-term prosperity and these two 
activities are highly compatible with that goal (pp.658-659).  
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Discovery of positive links between analysis and financial performance are in line with 
Chan et al. (1997), Eisenhardt (1989), and Jogaratnam (1996). When viewed as reflecting 
a firm’s knowledge building capacities, enabling processes for organizational learning 
(Morgan & Strong, 2003), this finding supports Cope’s (2003) assertion that developing 
effective learning-based capabilities are the key to success in smaller, entrepreneurial 
firms. 
 
In accord with research (e.g., Ge & Ding, 2005; Prescott, Kohli, & Venkatraman, 1986), 
examination of inter-relationships between dimensions of firm performance shows 
positive associations between market performance and financial performance (γ = 0.30, t 
= 2.54, p < 0.05). Nonsignificant relationships between new product success and financial 
performance (γ = -0.09, t = -0.74, p > 0.05) is contrary to research indicating positive 
links between these constructs (e.g., Paladino, 2007). 
 
Table 4.8 shows path model standardized coefficients and related t-values for 
hypothesized relationships. 
 
Table 4.8 Path model results: Standardized coefficients and t-values 
Hypotheses (Modeled Paths)   Standardized Coefficient t-value 
Strategic Orientation     
   H1b: Competitor Orientation  Analysis .51 4.30 
   H1e: Competitor Orientation  Proactiveness .37 3.14 
   H2b: Learning Orientation  Analysis .44 3.67 
   H2e: Learning Orientation  Proactiveness .17 ns 
   H3b: Technological Orientation 
 
Analysis .02 ns 
   H3e: Technological Orientation  Proactiveness .41 3.92 
   Technological Orientation  Market Performance -.35 -2.62 
Strategic Behavior     
   H4d: Analysis  New Product Success .06 ns 
   H4e: Analysis  Market Performance .20 ns 
   H4f: Analysis  Financial Performance .26 2.02 
   H4m: Proactiveness  New Product Success .38 2.77 
   H4n: Proactiveness  Market Performance .60 4.01 
   H4o: Proactiveness  Financial Performance .13 ns 
Firm Performance     
    New Product Success  Financial Performance -.09 ns 
    Market Performance  Financial Performance .30 2.54 
Note. ns = nonsignificant t statistic 
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Tests for the Moderating Influence of Environmental Turbulence 
H5: Environmental turbulence moderates relationships between competitor 
orientation and strategic behaviors (aggressiveness, defensiveness, analysis, futurity, 
proactiveness, riskiness) 
Table 4.9 shows results of multigroup analyses for environmental turbulence moderators 
(technological turbulence, competitive intensity). Environmental turbulence moderators 
fail to significantly influence relationships between competitor orientation and strategic 
behaviors. Thus, H5 is unsupported.  
 
Research (Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Slater & Narver, 1994) 
similarly concludes competitive environments to have no contingent effect on 
relationships incorporating market orientation measures. Slater and Narver (1994) 
purported that businesses with strong internal and external focus should be prepared to 
achieve sustainable competitive advantage in any environmental situation. Thus, 
hypothesized relationships between competitor orientation and strategic behaviors appear 
robust across high and low environmental turbulent conditions. 
 
Table 4.9 Results of multigroup analyses: Competitor orientation – strategic 
behavior link 
Multigroup 
Analysisa 
Description χ2 df ∆χ2 
 
Sig 
Competitive 
intensity 
Unconstrained model 13 20 - - 
 H5i: The path of CoO and Ana is specified as 
equal across groups 
13.3 21 ∆χ2 = 0.3 
∆df = 1 
ns 
 H5k: The path of CoO and Pro is specified as 
equal across groups 
15.8 21 ∆χ2 = 2.8 
∆df = 1 
ns 
Technological 
turbulence 
Unconstrained model 21.1 20 - - 
 H5o: The path of CoO and Ana is specified as 
equal across groups 
21.6 21 ∆χ2 = 0.5 
∆df = 1 
ns 
 H5q: The path of CoO and Pro is specified as 
equal across groups 
21.5 21 ∆χ2 = 0.4 
∆df = 1 
ns 
Note. aTotal sample size is 109, including ‘high’ (n=55), and ‘low’ (n=54) subgroups. ∆χ2 = difference in χ2 value 
between models. ∆df = difference in the number of degrees of freedom. ns = nonsignificant.  
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H6: Environmental turbulence moderates relationships between entrepreneurial 
strategic behaviors (aggressiveness, proactiveness, riskiness) and firm performance  
Findings fail to support H6 as environmental turbulence moderators do not significantly 
influence relationships between entrepreneurial strategic behaviors and firm performance 
(Table 4.10).  
 
Two possible conclusions arise from the present finding: Proposed relationships are 
robust across environments (Kohli & Jaworski, 1990), or statistical tests lacked sufficient 
power to detect effects. The notion of internal robustness suggests that fast growth firms 
possess the skills required to achieve sound strategic fit under varying environmental 
conditions. The current results are in line with Pelham’s (1999) belief that internal 
factors, such as corporate culture, could be more important determinants of small firm 
success, as compared to the direct or indirect influences of the competitive environment 
(p.34). In line with the present findings, Pelham found that environmental characteristics 
have a relatively weak impact on strategy - firm performance relationships, citing that 
small firms posses a greater ability to adapt to environment conditions and environmental 
changes than larger enterprises (p.39). Similarly, Pett and Wolff (2007) concluded that 
internal consistency (between capabilities & strategy) provides SMEs with sound 
environmental fit and increased performance levels. By comparison, researchers (e.g., 
Covin & Slevin, 1989; Zahra, 1993b) recommend the cultivation of entrepreneurial type 
behaviors under hostile or dynamic conditions, however current results suggest that 
proactiveness can be beneficial under all environmentally turbulent conditions. 
Notwithstanding, the present findings are in contrast to studies (Escribá-Esteve et al., 
2008) indicating that associations between entrepreneurial behaviors and firm 
performance are strengthened with relatively high levels of turbulence. Disparity between 
current findings and previous research (e.g., Covin & Slevin, 1989; Miles et al., 2000; 
Zahra, 1993b) can be attributed in part to the operationalization of different 
environmental constructs (i.e., dynamism, hostility, environmental turbulence). 
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Table 4.10 Results of multigroup analyses: Entrepreneurial strategic behavior – 
firm performance link 
Multigroup 
Analysisa 
Description χ2 df ∆χ2 
 
Sig 
Competitive 
intensity 
Unconstrained model 13 20 - - 
 H6k: The path of Pro and NPS is specified as equal 
across groups 
13.1 21 ∆χ2 = 0.1 
∆df = 1 
ns 
 H6n: The path of Pro and MP is specified as equal 
across groups 
13.4 21 ∆χ2 = 0.4 
∆df = 1 
ns 
 H6q: The path of Pro and FP is specified as equal 
across groups 
15.9 21 ∆χ2 = 2.9 
∆df = 1 
ns 
Technological 
turbulence 
Unconstrained model 21.1 20 - - 
 H6t: The path of Pro and NPS is specified as equal 
across groups 
22.6 21 ∆χ2 = 1.5 
∆df = 1 
ns 
 H6w: The path of Pro and MP is specified as equal 
across groups 
21.1 21 ∆χ2 = 0 
∆df = 1 
ns 
 H6z: The path of Pro and FP is specified as equal 
across groups 
24 21 ∆χ2 = 2.9 
∆df = 1 
ns 
Note. aTotal sample size is 109, including ‘high’ (n=55), and ‘low’ (n=54) subgroups. ∆χ2 = difference in χ2 value 
between models. ∆df = difference in the number of degrees of freedom. ns = nonsignificant.  
 
H7: Environmental turbulence moderates relationships between conservative 
strategic behaviors (defensiveness, analysis, futurity) and firm performance  
Results indicate that high competitive intensity strengthens associations between analysis 
and market performance, supporting H7n (Table 4.11). More specifically, findings 
suggest that relationships between analysis and market performance are significant and 
positive only under conditions of high competitive intensity (γ = 0.46, t = 2.46, p < 0.05). 
Relationships are nonsignificant under conditions of low competitive intensity (γ = -0.08, 
t = -0.40, p > 0.05). All other hypothesized relationships are nonsignificant. Therefore, 
H7 is supported only partially.  
 
The present findings provide support for researchers (Spicer & Sadler-Smith, 2006; Wyer 
& Mason, 1998) advocating the view that effective knowledge-based capabilities are key 
to SME success during challenging periods. Miller and Friesen (1983) found that levels 
of analysis did not change in successful firms when competitive intensity was high, 
concluding that perhaps successful firms are already aware of their environments. By way 
of contrast, the present findings suggest that fast growth firms operating in competitive 
markets, create analytical responses to change. This finding suggests that additional 
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information processing requirements are needed in order to create customer value under 
competitive conditions. 
 
In line with Gao et al. (2007), nonhypothesized relationships between technological 
orientation and market performance were tested post hoc for the moderating effect of 
technological turbulence. Results reveal relatively strong negative effects (γ = -0.77, t = -
3.30, p < 0.05) under conditions of low technological turbulence. However, relations are 
less robust when technological turbulence is high (γ = -0.11, t = -0.59, p > 0.05). 
Consistent with Gao et al. (2007), findings reveal that associations are strengthened (in a 
negative direction) under conditions of low technological turbulence, confirming that 
being technically-oriented is actually detrimental to firm performance in certain contexts 
(Gao et al., 2007, p.12). 
 
Table 4.11 Results of multigroup analyses: Conservative strategic behavior – firm 
performance link 
Multigroup 
Analysisa 
Description χ2 df ∆χ2 
 
Sig 
Competitive 
intensity 
Unconstrained model 13 20 - - 
 H7k: The path of Ana and NPS is specified as equal 
across groups 
13.4 21 ∆χ2 = 0.4 
∆df = 1 
ns 
 H7n: The path of Ana and MP is specified as equal 
across groups 
16.9 21 ∆χ2 = 3.9 
∆df = 1 
p<.05 
 H7q: The path of Ana and FP is specified as equal 
across groups 
13.1 21 ∆χ2 = 0.1 
∆df = 1 
ns 
Technological 
turbulence 
Unconstrained model 21.1 20 - - 
 H7t: The path of Ana and NPS is specified as equal 
across groups 
21.9 21 ∆χ2 = 0.8 
∆df = 1 
ns 
 H7w: The path of Ana and MP is specified as equal 
across groups 
21.2 21 ∆χ2 = 0.1 
∆df = 1 
ns 
 H7z: The path of Ana and FP is specified as equal 
across groups 
21.9 21 ∆χ2 = 0.8 
∆df = 1 
ns 
 The path of TO and MP is specified as equal across 
groups 
26.1 21 ∆χ2 = 5.0 
∆df = 1 
p<.05 
Note. aTotal sample size is 109, including ‘high’ (n=55), and ‘low’ (n=54) subgroups. ∆χ2 = difference in χ2 value 
between models. ∆df = difference in the number of degrees of freedom. ns = nonsignificant.  
 
In summary, findings suggest strategic orientations are important determinants of 
strategic behaviors and firm performance in fast growth firms, in the face of different 
levels of environmental turbulence. In other words, internal factors play a critical 
influential role on firm performance and possibly more so than that of external 
 149 
environments. This outcome contrasts with O'Regan et al. (2006) who suggested that fast 
growth is derived from external attributes, as opposed to internal, resource-based factors. 
Notwithstanding, results demonstrate strengthened associations between analysis and 
market performance under conditions of high environmental turbulence. But, negative 
links between technological orientation and market performance are strengthened under 
low levels of technological turbulence.  
 
Tests for Extraneous Influences on Firm Performance 
In keeping with Study 1, 11 controls (firm age, firm size, market growth, buyer power, 
supplier power, seller concentration, ease of entry, technological change, competitive 
intensity, market dynamism, government regulation) were assessed for extraneous 
influences on firm performance (i.e., new product success, market performance, financial 
performance). See Appendix 4.5 for the structural model. 
 
Salient findings indicate a relatively poor fit (χ2/df = 6.03, GFI = 0.98, CFI = 0.88, IFI = 
0.93, RMSEA = 0.216), suggesting that overall, control variables do not impact firm 
performance. Close inspection of path coefficients reveals that market growth impacts 
positively on market performance (γ = 0.12, t = 2.31, p < 0.05) and financial performance 
(γ = 0.23, t = 2.91, p < 0.05). This outcome is not unexpected as fast growth firms are 
generally found to operate in rapidly growing markets (Hoy et al., 1992; Littunen & 
Tohmo, 2003; Siegel et al., 1993; Todd & Taylor, 1993). Consistent with Smallbone et al. 
(1995), firm age and size are not related significantly to fast growth firm performance 
outcomes.  
 
The present findings also reveal that ease of entry negatively influences new product 
success (γ = -0.16, t = 3.70, p < 0.05), suggesting that threats of new market entrants 
inhibits the success of new products (adaptability) in fast growth firms. Defined as the 
likelihood of new entrants being able to earn satisfactory profits in its principal served 
market segment within three years of entry (Narver & Slater, 1990), relative ease of entry 
implies a disadvantage to current competitors (Porter, 1980). The present finding might 
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go some way to explaining the significant contingent effects of competitive intensity 
observed in Hypothesis 7. When markets become highly competitive, it is increasingly 
difficult for firms to differentiate themselves from competitors (Gatignon & Xuereb, 
1997). In turn, adaptability becomes progressively more challenging for management.  
 
Test of Common Methods Bias: Social Desirability 
As mentioned in the Method section of this chapter, an alternate data collection technique 
was utilized for Study 2 in order to eliminate a source of common methods bias 
(Podsakoff et al., 2003). Figure 4.6 shows a poor fitting model involving tests of 
association between social desirability and model parameters (χ2/df = 1.37, GFI = 0.83, 
CFI = 0.74, IFI = 0.76, RMSEA = 0.06), with all path coefficients being close to zero and 
nonsignificant (all ps > 0.05). This finding suggests that social desirability bias can be 
ruled out as a rival hypothesis of associations between variables.  
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Figure 4.6 Common methods bias (social desirability) model 
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Implications for Research and Practice 
Findings indicate that technological orientations can hinder market performance. This 
negative association is strengthened under conditions of low technological turbulence. 
However, results reveal that proactiveness positively mediates linkages between 
technological orientations and market performance. For researchers, this result echoes 
Gao et al. (2007), Noble et al. (2002), and Voss and Voss (2000), that no single strategic 
orientation can lead to superior performance in all situations. Technological orientation is 
a key facet of corporate culture (Han et al., 2001), particularly as the pace of 
technological advancement continues ubiquitously across industries. Studies (Gatignon & 
Xuereb, 1997; Han et al., 1998) on firm performance have underscored the importance of 
a firm's technological orientation on the success of organizational innovations and, in 
turn, on overall performance. Investigators should follow this business trend by 
intensifying their focus on technological orientation. This under researched element of 
modern corporate culture requires examination in various contexts (countries, cultures) 
and environments (turbulent, benign) in order to improve our understanding. However, as 
the current results and past research (Gatignon & Xuereb, 1997; Han et al., 1998) 
demonstrate, proactiveness and/or innovation play important mediating roles in 
enhancing performances of technologically-oriented firms. 
 
For managers, findings suggest that determining which type of strategic orientation to 
adopt can depend on environmental contexts. For this reason, placing high priority on 
developing market sensing capabilities is important. When the rate of technological 
change is low in a given environment, investing in R&D activities and developing new 
products is not recommended, particularly when other important aspects of a business 
might be neglected. This finding can serve as a warning to managers finding themselves 
acquiescing to market level pressures, progressively becoming more technologically 
focused in order to keep up. Investing in R&D activities and developing new products 
must be done proactively by staying ahead or keeping abreast of technological 
developments, or else adopting a technological orientation could have a detrimental 
impact on firm performance. 
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In summary, representing a replication of Study 1, Study 2 tests a proposed strategic 
orientation – strategic behavior – firm performance model on a sample of 109 fast growth 
companies. Findings indicate that particular elements of strategic orientation (competitor, 
learning, technological) are significant antecedents to strategic behaviors (analysis, 
proactiveness), and firm performance (new product success, market performance, 
financial performance). Hypothesized linkages appear robust across conditions of high 
and low environmental turbulence. Notwithstanding, results demonstrate strengthened 
associations between analysis and market performance under conditions of high 
environmental turbulence. Furthermore, under low levels of technological turbulence, 
links between technological orientation and market performance are strengthened, albeit 
negatively. Fast growth firms appear adept at identifying niche markets. But proactive 
and analytical behaviors seems to be the principal drivers of enduring advantage through 
a heightened awareness of external fluctuations, embodied within flexible and adaptable 
organizational structures. Having said that, these results should be viewed in the light of 
limitations discussed in Study 1 (see p.118). The final chapter concludes by bringing 
together central issues emanating from Studies 1 and 2. 
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Chapter 5 
Conclusion 
 
Linking entrepreneurship, strategic management, and marketing research fundamentals, 
the present thesis investigates sources of competitive advantage in rapidly growing 
enterprises by incorporating Day and Wensley’s (1988) source - positional advantage - 
performance (SPP) framework. Contingency and competitive advantage theories provide 
boundary conditions within which hypothesized relationships are examined. Two 
interrelated studies investigate the ways in which fast growth firms gain competitive 
advantage in the face of challenges associated with environmental turbulence. 
Development of an hypothesized model was driven by calls for development and testing 
of multifactorial conceptualizations exploring interrelationships between strategic 
orientations (Tzokas et al., 2001), strategy (Hoy et al., 1992), environmental factors 
(Deshpande & Farley, 2004), and firm performance in the context of SMEs.  
 
Drawing together key aspects relating to Studies 1 and 2, salient findings suggest two 
major contributions to theory and practice. First, in line with Day and Wensley’s (1988) 
sequential framework, and building upon Morgan and Strong (1998; 2003), and Santos-
Vijande et al. (2005), the present thesis identifies three qualities: competitor, learning, 
and technological orientations, as specific intangible resources. These orientations 
interact to form complex interrelationships, forming sources of competitive advantage, 
which can be considered as valuable, rare, and difficult to imitate. When taken together, 
these elements of company culture form significant antecedents to strategic behaviors 
(aggressiveness, analysis, proactiveness, riskiness), and firm performance (new product 
success, market performance, financial performance).  
 
Notwithstanding, the hypothesized model does not hold over time, signifying the 
dynamic nature of SPP linkages. As shown in Table 5.1, Study 1 reveals that cultural 
resources influence aggressive and risk-oriented behavior. However, these behaviors, 
fundamental to the core of fast growth enterprises (Ireland & Hitt, 1997; Upton et al., 
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2001), are nonsignificant contributors to the proposed model tested in Study 2, suggesting 
that behavioral traits are leveraged under certain cultural and economic climates. This 
finding flies-in-the-face of reports (Ge & Ding, 2005; Pelham, 1999; Tan & Tan, 2005) 
that SMEs are compelled to generally acquiesce to environmental fluctuations, with 
external influences driving structural or behavioral change. Taking an integrated view 
(Morgan et al., 2003), current results demonstrate that changes in strategic behavior are 
led by internal resources and their connectivity to external environments.   
 
Table 5.1 Key findings relating to hypothesized relationships  
Domain 
Relationships  
Significant Study 1 
Hypotheses 
Significant Study 2 
Hypotheses 
Study 1 findings 
replicated in Study 
2 
Strategic Orientation 
 
Strategic Behavior 
H1f: CoO Risk 
H2a: LO  Agg  
H2b: LO  Ana 
H3a: TO  Agg 
H3b: TO  Ana 
H3e: TO  Pro 
H1b: CoO  Ana 
H1e: CoO  Pro 
H2b: LO  Ana 
H3e: TO  Pro 
TO  MP 
H2b: LO  Ana 
H3e: TO  Pro 
 
Strategic Behavior 
 
Firm Performance 
H4m: Pro  NPS 
H4n: Pro  MP 
MP  FP 
H4f: Ana  FP 
H4m: Pro  NPS 
H4n: Pro  MP 
MP  FP 
H4m: Pro  NPS 
H4n: Pro  MP 
MP  FP 
Environmental 
Turbulence Moderators 
H5a: MT moderates 
relationships between 
CoO and Agg 
 
H6t: TT moderates 
relationships between 
Pro and NPS 
 
H6x: TT moderates 
relationships between 
Risk and MP 
 
H7e: MT moderates 
relationships between 
Ana and MP 
H7n: CI moderates 
relationships between 
Pro and NPS 
 
TT moderates 
relationships between 
TO and MP 
 
None 
Note. CoO = Competitor  Orientation, LO = Learning Orientation, TO = Technological Orientation, Agg = 
Aggressiveness, Ana = Analysis, Pro = Proactiveness, Risk = Riskiness, NPS = New Product Success, MP 
= Market Performance, FP = Financial Performance, MT = Market Turbulence, CI = Competitive Intensity, 
TT = Technological Turbulence. 
 
Scant findings demonstrating the existence of moderating effects can help further our 
thinking on whether resources have a volatile effect on strategy design and firm 
performance. Research identifies that resources must be liable to multiple applications, 
 155 
that is, useful to identify and take advantages of opportunities in current and potential 
markets (Barney, 1991; Day & Wensley, 1988; Slater, 1996; Slater, 1997). In addition, 
resources (understood in terms of organizational capabilities) should be enduring, 
producing a more reliable basis for the development of sustainable competitive 
advantages (Peteraf, 1993). For example, patents can become obsolete, whereas a 
business reputation or image might show notable resistance to the passage of time. This 
reasoning supports the notion that real good resources (as presumed by learning and 
technological orientations) should be valuable under very different market conditions to 
develop strategy. Less good resources would therefore experience greater influence from 
external sources.   
 
Studies 1 and 2 indicate that, over time, cultural interrelationships provide sources of 
advantage by fostering proactive and analytical behaviors necessary to exploit the 
appropriate assets to attain positional advantage. In other words, proactiveness provides 
ongoing positional advantages through the enhancement of customer value (market 
performance), signifying that fast growth firms proactively enable processes with respect 
to customer needs. Similar assertions can be made for analytical behaviors, however 
evidence indicates that customer value is enhanced under conditions of high 
environmental turbulence. Here within lies an important implication for competitive 
advantage theory (Hult & Ketchen, 2001; Nasution & Mavondo, 2008), suggesting that 
conservative strategic behaviors, such as analysis (Miller & Friesen, 1984), provide 
positional advantages through enhanced customer value, under certain contexts.  
 
Positions of advantage lead to superior performance (Bharadwaj et al., 1993; Day & 
Wensley, 1988). The present findings reveal that proactive behaviors enhance firm 
performance (new product success, market performance) over time, supporting Lumpkin 
and Dess’ (2001) claim that performance is enhanced when firms behave proactively. 
Market growth also contributes significantly to fast growth firm performance (Hoy et al., 
1992; Littunen & Tohmo, 2003; Siegel et al., 1993). However, the results revealing 
nonsignificant influences of other dimensions of strategic behavior (e.g. aggressiveness) 
on firm performance contribute to a growing list of studies (e.g., Hughes & Morgan, 
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2007; Matsuno, Mentzer, & Ozsomer, 2002; Morgan & Strong, 2003), failing to identify 
significant direct effects.  
 
The central message conveyed here is that superior customer value and achievement of 
performance targets can be realized, over time, only when possession of strategic 
orientations is accompanied by proactive behaviors. This finding is evidenced, for 
example, by the observation of direct, negative links between technological orientation 
and market performance. Subsequent testing reveals that proactiveness positively 
mediates links between these factors. Analytical activities also appear to fit conditions of 
high environmental turbulence, resulting in market performance outcomes. Given the key 
roles played by proactiveness and analysis for enhancing firm performance, there is a 
need for management to instill organizational cultures and climates in order to aid in the 
advancement of competitor, learning, and technological orientations.  
 
Second, extending RBV theory beyond its typically internal focus (Miller & Shamsie, 
1995), the proposed model was based on contingency logic, and subsequently tested in 
Studies 1 and 2. According to Morgan et al. (2003), a key strategic issue in turbulent 
contexts is adaptive fit between organizations and environments. Achieving ongoing 
strategic fit with environments, in turn, conveys sustainable competitive advantages 
(Dess et al., 1997). Results reveal that environmental turbulence imparts minimal impact 
on hypothesized relationships, indicated by the observation that only six of the 
hypotheses tested (12.5%) for moderation effects are supported - none of which being 
supported in both Studies 1 and 2 (see Table 5.1, p.154). This finding suggests that 
strategic orientation – strategic behavior – firm performance linkages are relatively robust 
across high and low levels of environmental turbulence.  
 
Conclusions point to fast growth enterprises being tightly bound to their environments, 
demonstrating abilities to adhere to external fluctuations through adaptive and flexible 
structures. Fast growth firms provide a working example of tight fitting organizations 
(Miles & Snow, 1984), both internally among strategy, structure, and management 
process, and externally with environments. Ultimately, according to Miller and Friesen 
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(1984), the success of an adaptive effort is measured by the firm’s performance (p.89). 
The present cohort of firms have experienced at least four consecutive years of growth in 
sales turnover (greater than 20%). Furthermore, Studies 1 and 2 results indicate that the 
proposed model does not fit over time under changing economic environments, 
signifying that fast growth firms continually realign internal resources and behaviors to 
support organizational fit with external conditions. This finding supports Miller’s (1988) 
concept of a dynamic coalignment process.  
 
Fast growth environments are often distinguished by change (Eisenhardt & Schoonhoven, 
1990) and uncertainty (Porter, 1980), making the achievement of ongoing fit a 
challenging task for management. Results emanating from Studies 1 and 2 suggest that by 
maintaining competitive, learning, and technologically judicious cultures, ongoing 
environmental fit can be achieved. As global competition and the rapid evolution of 
technology pose omnipresent threats (Collis & Montgomery, 1995), firms emphasizing 
such cultures enhance their ability to anticipate changes (Day, 1994; Porter, 1980), thus 
improving their ability to assimilate through informed strategic decisions. As noted 
previously, it is through these specific cultures that strategic behaviors are enhanced.  
 
Depending on the context, aligning strategies to environments can be achieved through 
aggressive, analytical, proactive and/or risk-oriented posturing. As a working example, 
under conditions of high environmental turbulence, associations between competitor 
orientation and aggressiveness are strengthened, suggesting that fast growth firms 
respond to new competitor-based knowledge with increased aggression to maintain 
ongoing fit with environments. Interestingly, results indicate that only proactiveness has a 
significant impact on firm adaptability.  
 
According to Garg (2003), adaptive strategic fit requires firms to relate strengths and 
weaknesses to specific opportunities and threats embedded in the external environment, 
necessitating firms to simultaneously scan external environments and internal 
circumstances. Research highlights the critical roles played by analysis (Morgan & 
Strong, 1998) and proactiveness (Morgan et al., 2003) in achieving strategic fit. Fast 
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growth analytical firms realize ongoing fit through the development of superior skills and 
capabilities pertaining to communications, problem solving, and acquiring knowledge 
from internal and external sources. Although generally considered a conservative 
function owing to its internal focus (Miller & Friesen, 1984), evidence suggests that fast 
growth firms complement analytical activities with proactive approaches, making them 
highly responsive to external demands. Balancing market signals (Wright et al., 1995a) 
with internal skills and capabilities, proactive firms continually attempt to seek and 
maintain strategic fit with external environments through heightened awareness of 
potential external opportunities and flexibility towards internal developments (Morgan et 
al., 2003). By maintaining strategic fit, particularly during periods of solid market 
growth, fast growth firms can establish themselves in their chosen marketplace, securing 
longevity and stabilizing their competitive position in the event of changed economic or 
market conditions. 
 
Nevertheless, the current thesis concludes, in line with Niosi (2003), that a range of 
internal (cultures, strategic behaviors) and external (market growth) factors contribute to 
rapid growth. However, in accord with Fredericks (2005), this thesis suggests that no 
single best resource mix exists from which firms can choose. But when firms are adept at 
aligning resources with strategic behaviors and environmental preferences they are likely 
to prosper. The overarching message conveyed here is that for ongoing fit to be achieved 
in rapid growth contexts, strategic orientation - strategic behavior – firm performance 
linkages need to be robust across varying levels of environmental turbulence. 
Management must implement processes that continually monitor specific cultures 
(competitor, learning, technological orientations), and strategic behaviors, vital for 
sustaining fit and subsequent competitive advantage. 
 
Accordingly, the present thesis provides a glimpse into how competitive advantage is 
derived from internal resources. Following the lead of Morgan and Strong (1998; 2003), 
and Santos-Vijande et al. (2005), the proposed model sheds new light in a seemingly 
complex line of inquiry. Four main implications can be drawn from this research. 
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First, the hypothesized SPP linkages are influenced minimally by environmental effects. 
It is therefore proposed that RBV theory continue on its current path of inquiry, 
examining competitive advantages from internal perspectives. For example, evidence 
suggests that competitive advantage is afforded to growth firms through highly flexible 
(Gray & Mabey, 2005) and adaptable (Powell, 1992) organizational structures, providing 
ongoing fit with environments. It is recommended that this outcome be considered when 
modeling competitive advantage in growth firms. Future investigations might also 
consider mapping the dynamic, perishable nature of these structures as fast growth 
enterprises transcend small-to-medium phases into larger less flexible organizations.  
 
Second, research should continue to investigate the various combinations of strategic 
orientations that firms can pursue in different contexts. Further inquiry is required to 
evaluate whether any strategic orientation can effectively guide any array of strategic 
behaviors, and whether these can be expected to produce the same types of results over 
time. Specifically important is the under researched resource of technological orientation, 
in light of evidence that businesses are increasingly driven to implement new 
technologies and processes in order to compete (Tiessen et al., 2001). The role of possible 
mediating variables (e.g., dynamic capabilities) in the strategic orientation – firm 
performance nexus should be explored in order to provide further understanding of this 
multifaceted, complex relationship. Moreover, nonsignificant relationships between 
strategic behaviors and firm performance suggest research priority should turn to 
understanding this occurrence. 
 
Third, the present thesis presents a model of competitive advantage, tested over time, and 
viewed in a dynamic light. For academic thinking to progress, researchers should be 
encouraged to undertake dynamic, longitudinal studies. Zajac et al. (2000) highlighted the 
dynamic nature of strategic fit, emphasizing that as organizational or environmental 
contingencies change, certain strategies are rendered unsuitable. Similarly, strategic 
orientations evolve over time (Kohli & Jaworski, 1990; Noble et al., 2002). Recently, 
McGuinness and Morgan (2005) opined that in order to succeed in densely-connected, 
fast-changing business environments, certain capabilities are required to manage 
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incessant change (p.1306). Brown and Eisenhardt (1997) stated that the ability to change 
rapidly and continuously…is not only a core competence, it is also at the heart of a firm’s 
culture (p.1). Thus, it is suggested that future contingency-based models of competitive 
advantage should be dynamic, comprising specific elements of intangible, cultural 
resources (strategic orientations), positional advantage (strategic behaviors), and firm 
performance. 
 
Finally, fast growth environments are well suited to testing contingency perspectives as 
they provide dynamic grounding and are heterogeneous in terms of market turbulence, 
competitive intensity, and technological turbulence (Gao et al., 2007). It is somewhat 
surprising that little support was found for the moderating role of environmental 
turbulence in the present model, with present findings seemingly contributing to a 
growing list of studies reporting equivocal evidence (see Kirca et al., 2005) in the 
strategic orientation – firm performance nexus. This finding begs two questions: Are 
more sensitive measures than those provided by Jaworski and Kohli’s (1993) required for 
the development of empirical, contingency-based research utilizing environmental 
turbulence constructs? To what extent does relatively low statistical power contribute to 
the nonsignificant findings? 
 
In conclusion, this thesis contributes to strategic management, marketing, and 
entrepreneurship literature by developing and subsequently testing a contingency-based 
model of competitive advantage, over time, incorporating dimensions of strategic 
orientation, strategic behaviors, environmental turbulence, and firm performance. 
Comprehension of mechanisms underlying the sustainability of competitive advantage in 
growth firms requires adopting dynamic approaches to modeling this phenomenon. The 
present thesis goes some way to contributing to this end, however the true test of fast 
growth firms’ abilities to sustain competitive advantage comes as we step into a time of 
global economic challenge and organizational upheaval.  
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Appendix 3.1 2005 Fast 100 Questionnaire 
 
 
My name is Timothy James and I am doing research under the supervision of Professor 
Kosmas Smyrnios in the School of Marketing, towards a PhD in Marketing at RMIT 
University. 
 
Aim of the research 
The aim of this survey is to investigate the extent to which a firm’s competitive 
advantage and performance are contingent upon environmental turbulence. Respondents 
will be required to answer questions based on their experience/knowledge. The present 
study will lead to a refined understanding of sources of competitive advantage and firm 
performance. 
 
Participants Approach 
Respondents are founders/CEOs who have applied to participate in the BRW Fast 100 in 
2005. For my thesis and any academic publications, confidentiality is assured, as 
responses will be analyzed as an aggregate. While respondents are encouraged to 
respond, participation is voluntary and you are not under any obligation to complete 
questions that may seem too personal or intrusive. The data will also be kept securely for 
a period of five years in the School of Marketing. All information collected is strictly 
confidential and can only be accessed by my supervisor and I. You will also be able to 
access the information at any time during the five-year period. 
 
Report Offered 
It is important that each question is carefully read. It will take approximately 15 minutes 
to complete all questions. If you have any queries regarding this project please contact 
my supervisor, Professor Kosmas Smyrnios, Phone: 03 9925 1633, Email: 
kosmas.smyrnios@rmit.edu.au, or the chair of the RMIT Business Human Research 
Ethics Committee, Professor Robert Brooks, Phone: 03 9925 5594, Email: 
robert.brooks@rmit.edu.au. A free copy of the report detailing the results of the survey 
will be available upon request. 
 
THANK YOU FOR YOUR PARTICIPATION AND CO-OPERATION 
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Thank you and congratulations on your recent application for the 2005 BRW 
Fast 100 List. Due to your company’s very high growth, the information you 
provide through this survey is a valuable resource for RMIT Business, and 
upcoming BRW features so it is very worthwhile to spend the time answering 
questions. 
 
There are nine (9) parts to this questionnaire, which should take about 20 
minutes to complete. Please answer ALL questions by typing your answer in 
the text box [       ] or ‘checking’ the box [  ] that BEST describes your 
situation.   
 
! We suggest you save this file as Your company name.doc and then 
return to us by email to tim.james@rmit.edu.au when completed. Feel free to 
email Timothy James if you have any problems completing this form. 
 
Part 1: Background on Business, Ownership and 
Management of Business 
 
1. Company Name:   Enter your details here   
2. Name and position of Founder/CEO (i.e. person who completed the questionnaire):       
3. Contact telephone number:       
4. Email:       
5. In which year was the enterprise established?       
6. The founder  is:     Male     Female   
7. Founder was under 30 when they started the business: Yes       No 
8. Founder was over 50 when they started the business: Yes       No 
9. Number of founders:       
10. Founder has appointed a managing direct or/CEO to run the business: Yes       No  
11. What is the highest academic qualification of the founder? (Select ONE only) 
Less than HSC (year 12)                                        
HSC (year 12)                                                 
Tertiary 
MBA 
PhD or Doctorate 
Other    
                                                                        
12. Why did you start the business? (Select ONE only) 
Wealth creation 
Independence 
Buying yourself a job 
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Could do the job better than your former boss 
Saw a niche 
Challenge 
Lack of career opportunities in previous employment 
Other (please specify)   
 
13. What is the legal structure of your business? 
Private Company     
Partnership    
Family Trust  
Sole Trader 
Public Company 
Other  
14. Number of  full time employees :       employees 
 
15. Number of part time employees:       employees 
 
16. Do you plan to hire more staff this financial year?  Yes       No                   
If yes, how many?       
 
17. How many locations does the business have? 
 In Australia?         Locations        
      Overseas?         Locations 
 
18. If you have locations overseas, are you planning to increase the number? Yes       No     
   
19. The CEO is:  Male        Female 
 
20. What is the highest academic qualification of the CEO/MD? 
Less than HSC (year 12)                                        
HSC (year 12)                                                 
Tertiary 
MBA 
PhD or Doctorate 
Other   
 
21. In 2006-2007 our company is anticipating revenue growth:   Yes       No 
22. We plan to export more over the next two years:  Yes       No 
 
23. Our company has bought another company in the past 1-2 years: Yes       No 
 
24. Our company’s aim is to: 
 
Dominate a niche                                                                                                           
Become a global player                                                 
Only expand domestically 
Remain a global player  
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Part 2:  Competitor Orientation 
 Strongly Disagree Strongly Agree 
 1      2      3      4     5     6     7 
1. Our salespeople share information within our business 
concerning competitors’ strategies 
                        
2. We respond to competitive actions that threaten us 
 
                        
3. We target customers and customer groups where we have, 
or can develop, a competitive advantage 
                        
4. The top management team regularly discusses 
competitors’ strengths and strategies 
                        
Part 3:  Learning Orientation 
 Strongly Disagree Strongly Agree 
 1      2      3      4      5     6      7 
1. Managers basically agree that our business unit’s ability to 
learn is the key to our competitive advantage. 
                            
2. The basic values of this business unit include learning as 
key to improvement. 
                           
3. The sense around here is that employee learning is an 
investment, not an expense. 
                            
4. Learning in my organization is seen as a key commodity 
necessary to guarantee organizational survival. 
                            
5. Our culture is one that does not make employee learning a 
top priority. 
                            
6. The collective wisdom in this enterprise is that once we 
quit learning, we endanger our future. 
                           
7. There is a well-expressed concept of who we are and 
where we are going as a business unit. 
                           
8. There is a total agreement on our business unit vision 
across all levels, functions, and divisions. 
                            
9. All employees are committed to the goals of this business 
unit. 
                           
10. Employees view themselves as partners in charting the 
direction of the business unit. 
                            
11. Top leadership believes in sharing its vision for the 
business unit with the lower levels. 
                            
12. We do not have a well-defined vision for the entire 
business unit. 
                            
13. We are not afraid to reflect critically on the shared 
assumptions we have about the way we do business. 
                            
14. Managers in this business unit do not want their “view of 
the world” to be questioned. 
                            
15. Our business unit places a high value on open-mindedness. 
 
                            
16. Managers encourage employees to “think outside of the 
box.” 
                            
17. An emphasis on constant innovation is not a part of our 
corporate culture. 
                           
18. Original ideas are highly valued in this organization. 
 
                           
Part 4:  Technological Orientation 
 Strongly  Disagree Strongly Agree 
 1      2      3      4      5      6     7 
1. Our business unit uses sophisticated technologies in its 
new product development 
                             
2. Our new products are always at the state of the art of new 
technologies 
                           
3. Technological innovation based on research results is 
readily accepted in our organization. 
                             
4. Technological innovation is readily accepted in our 
program/project management. 
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Part 5:  Strategic Behavior 
 Strongly Disagree Strongly Agree 
 1      2      3      4     5     6     7 
1. We are always aware of the new conditions that may turn 
up in the market to react immediately so as not to lose 
market share with respect to our competitors. 
                           
2. We do not mind sacrificing part of the benefit margin if it 
allows us to gain market share. 
                           
3. We try to set prices below competition. 
 
                           
4. We are always willing to allocate resources to improve our 
competitive position even if this means reducing 
transitorily the benefits. 
                           
5. We often reduce prices to improve market share. 
 
                           
6. We try to assure an effective communication among all the 
functional areas of the firm. 
                           
7. The firm has data obtaining and information processing 
systems whose results serve as effective support for 
decision-making. 
                           
8. The decisions relative to complex questions are adopted 
after a thorough analysis of the different variables that 
affect the situation. 
                           
9. The firm has developed medium and long-term strategic 
planning systems that try to guarantee the correct ‘fit’ 
between market conditions and the strategy developed at 
every moment. 
                           
10. ‘senior’ managers’ (experienced managers) opinions are 
key aspects in the design of the business strategy. 
                           
11. Manufacturing technology is modified regularly to gain 
efficiencies in costs. 
                           
12. The firm’s main objective is to defend its current position in 
the market. 
                           
13. Cost control is the fundamental criterion to evaluate the 
productive system’s results. 
                           
14. We resort to the use of quality circles (group meetings with 
employees) to improve efficiency, avoid mistakes and 
reduce costs. 
                           
15. The firm is deeply involved in following the technological 
developments that may provide it with competitive 
advantages in the future. 
                           
16. Future contingencies/scenarios that may affect the firm’s 
management are regularly put forward to forecast the 
initiatives that will be adopted in each case. 
                           
17. We frequently try to develop future evolution forecasts of 
the main parameters that affect the firm’s activity 
management. 
                           
18. The general evolution of the business environment is 
carefully tracked. 
                           
19. The firm tries to be the one that establishes ‘the rules of 
the game in the market’, trying to force its competitors to 
adapt to its strategy, instead of being the one that follows 
the actions set by third parties. 
                           
20. Our firm is normally the first one to commercialise new 
products. 
                           
21. The firm is always receptive to going into new businesses 
where its skills can be applied. 
                           
22. We respond quickly to the first signals of new business 
opportunities in the market. 
                           
23. The firm is very conservative in decision-making. It prefers 
not taking risky decisions. 
                           
24. Those projects where the expected results are certain are 
the ones more often supported. 
                           
25. Action procedures about which there exists previous 
experience are generally followed. 
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26. The new projects are approved gradually, as they offer 
positive results. 
                           
Part 6:  Competitive Environment 
 Strongly disagree Strongly agree 
 1      2      3      4      5      6     7 
1. In our kind of business, customers' product preferences 
change quite a bit over time. 
                           
2. Our customers tend to look for new product all the time. 
 
                           
3. Sometimes our customers are very price-sensitive, but on 
other occasions, price is relatively unimportant. 
                           
4. We are witnessing demand for our products and services 
from customers who never bought them before. 
                           
5. New customers tend to have product-related needs that 
are different from those of our existing customers. 
                           
6. We cater to many of the same customers that we used to 
in the past. 
                           
7. It is difficult to understand consumers' expectations of a 
brand. 
                           
8. Consumers always look for novelty; they are never loyal to 
a single brand. 
                           
9. Competition in our industry is cutthroat.  
 
                           
10. There are many "promotion wars" in our industry. 
 
                           
11. Anything that one competitor can offer, others can match 
readily. 
                           
12. Price competition is a hallmark of our industry. 
 
                           
13. One hears of a new competitive move almost every day. 
 
                           
14. Our competitors are relatively weak. 
 
                           
15. The technology in our industry is changing rapidly. 
 
                           
16. Technological changes provide big opportunities in our 
industry. 
                           
17. It is very difficult to forecast where the technology in our 
industry will be in the next 2 to 3 years. 
                           
18. A large number of new product ideas have been made 
possible through technological breakthroughs in our 
industry. 
                           
19. Technological developments in our industry are rather 
minor. 
                           
Part 7:  Firm Performance 
Please evaluate the performance of your business over the past THREE years relative 
to your major competitors.  
 Much Worse Much Better 
 1      2      3      4      5      6      7 
1. New product introduction rate                            
2. New product success rate                           
3. Degree of product differentiation                           
4. First to market with new applications                           
5. New product cycle time (i.e., inception to rollout)                           
6. Customer satisfaction                           
7. Delivering value to your customers                           
8. Overall marketing effectiveness                           
9. Sales growth rate                           
10. Employment growth rate                           
11. Market Share                           
12. Operating profits                           
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13. Profit to sales ratio                           
14. Cash flow from operations                           
15. Return of investment                           
16. Return on Assets                           
Part 8:  Controls 
How do you describe the following? 
 Low High 
 1      2      3      4      5      6     7 
Market growth: The average annual growth rate, over the 
past 3 years, of total sales in your principal served market 
segment. 
                          
Buyer power: The extent to which your unit’s customers are 
able to negotiate lower prices. 
                          
Supplier power: The extent to which your unit is able to 
negotiate lower prices from your suppliers. 
                          
Seller concentration: The percentage of total sales accounted 
for by the top four competitors in your principal served market 
segment. 
 
                          
Ease of entry: The likelihood of a new competitor being able 
to earn satisfactory profits in your principal served market 
segment. 
                          
Technological change: The extent to which 
production/service technology in your principal market has 
changed over the past 3 years. 
                          
Competitive intensity: The level of competitive intensity in 
your principal served market segment. 
                          
Market dynamism: In general, the rate of change in the 
marketplace in your principal served market segment. 
                          
Government regulation: The extent to which government 
regulation inhibits your ability to expand product or customer 
markets. 
                          
Part 9: Attitudinal 
 False True 
 1 2 
1. It is sometimes hard for me to go on with my work if I am 
not encouraged 
   
2. I sometimes feel resentful when I don’t get my way 
 
   
3. No matter who I’m talking to, I’m always a good listener 
 
   
4. There have been occasions when I took advantage of 
someone 
   
5. I’m always willing to admit it when I make a mistake 
 
   
6. I sometimes try to get even rather than forgive and forget 
 
   
7. I am always courteous, even to people who are 
disagreeable 
   
8. I have never been irked when people expressed ideas 
very different from my own 
   
9. There have been times when I was quite jealous of the 
good fortune of others 
   
10. I am sometimes irritated by people who ask favours of me 
 
   
11. I have never deliberately said something that hurt 
someone’s feelings 
   
 
 
THANK YOU FOR TAKING THE TIME TO COMPLETE THIS SURVEY! 
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Appendix 3.2 Goodness-of-fit Indices 
 
Chi-square statistics. There are no clear cut guidelines for the minimum acceptable 
normed chi-square value (χ2/df) (Hoelter, 1983). To best exemplify the confusion, Bollen 
(1989) suggested that values between 2.0 and 5.0 indicate a reasonable fit. However, 
Ullman (2001) recommended that values of 2.0 or less reflect a good fit. For the present 
thesis, the definition provided by Kline (1998), has been applied – where a normal chi-
square value of between 1.0 and 3.0 is considered acceptable. 
 
RMSEA. Root mean error of approximation, or RMSEA (Steiger, 1990) is the degree to 
which the covariance matrix implied by the model, matches the observed model. Based 
on the analysis of residuals, smaller values indicate a better fit to data. Values less than 
0.10 reflect a reasonable fitting model (Hair et al., 2006). 
 
Incremental Indexes. The incremental fit index, or IFI (Bollen, 1989) should be equal to 
or greater than 0.90 to accept the model. Under some circumstances the IFI can be greater 
than 1.0. Goodness-of-fit index (GFI) is similar to squared multiple correlations (r-
squared). A perfect model fit is indicated by a GFI equaling 1, while GFI>0.90 is 
considered acceptable. Confirmatory fit index, or CFI (Bentler, 1990), compares the 
existing model fit with a null model which assumes the latent variables in the model are 
uncorrelated.  
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Appendix 3.3 Study 1 Data Screening Procedures and Results 
Normality was checked graphically through examination of residual plots (expected 
normal probability and detrended normal probability), suggesting no significant 
deviation. Pallant  (2005) suggested that when residual plots appear normal in regression, 
it is not necessary to screen individual variables for normality.  
 
Multicollinearity refers to the degree to which explanatory variables are correlated with 
one another. According to Berry and Feldman (1985), intercorrelations of greater than 0.8 
are considered evidence of high multicollinearity. Correlations among the present 
independent variables were low-to-middling (ranging from .04 to 0.52). Collinearity 
diagnostics were also used through the analysis of tolerance values. Low tolerance values 
(those approaching zero) indicate that multiple correlation with other variables is high, 
suggesting the possibility of multicollinearity. Results of this test found that values range 
from 0.51 to 0.94, indicating that the assumption is not violated.  
 
Outliers, or observations which appear inconsistent with the remainder of the dataset 
(Barnett & Lewis, 1994), can be detected by examining both scatterplots of standardized 
residuals and Mahalandobis distance (D). Examination of the former found scores to be 
mostly concentrated in the center, indicating no significant presence of outliers 
(Tabachnick & Fidell, 2001). Additionally, D is defined as the distance of a case from the 
centroid of the remaining cases where the centriod is the point created at the intersection 
of the means of all the variables (Tabachnick & Fidell, 2001, p.68). Distributed as a chi-
square variable, the number of degrees of freedom equal the amount of independent 
variables. Items larger than the critical value are considered outliers. The present study 
contains 61 independent variables. A series of multiple regressions were run, calculating 
D values ranging from 27.10 to 91.83, which are below the critical value of 99.61 (60 df), 
indicating the present sample has no significant outliers.  
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Appendix 3.4 One-factor Congeneric Models for Study 1 Constructs 
 
 
 
 
 
Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Competitor Orientation
.71
CoO_1
.73
CoO_2
.47
CoO_3
.45
CoO_4
.84
.86
.68
.67
e1
e3
e2
e4
 
5.24 2 2.62 0.98 0.98 0.98 0.12 
Commitment
to
Learning
.72
CtL_3
.74
CtL_4
.53
CtL_6
.85
e3
e4
e6
.55
CtL_1
.76
CtL_2
e1
e2
.87
.74
.86
.73
 
13.17 5 2.63 0.96 0.98 0.98 0.12 
Shared
Vision
.42
SV_4
.26
SV_6
e4
e6
.61
SV_1
.73
SV_2
e1
e2.85
.78
.65
.51
 
3.69 2 1.85 0.98 0.99 0.99 0.09 
Open-mindedness
.70
OM_3
.50
OM_4
.09
OM_5
.84 e3
e5
e4
.70
OM_1 e1
.83
.70
.30
 
2.27 2 1.14 0.99 0.99 0.99 0.03 
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Appendix 3.4 (continued) 
Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Technological
Orientation
.41
TO_1
.88
TO_3
.81
TO_4
.64
.94
.90
e1
e3
e4
 
2.50 1 2.50 0.99 0.99 0.99 0.11 
Aggressiveness
.29
Agg_3
.55
Agg_4
.53
e3
e4
.46
Agg_2 e2
.68
.74
 
6.23 1 6.23 0.97 0.87 0.87 0.21 
Analysis
.84
Ana_3
.26
Ana_4
.43
Ana_5
.92 e3
e5
e4
.49
Ana_2 e2
.70
.51
.66
 
5.09 2 2.55 0.98 0.98 0.98 0.12 
Defensiveness .63
Def_3
.07
Def_4
.79
e3
e4
.30
Def_1
.36
Def_2
e1
e2.60
.55
.27
 
2.17 2 1.09 0.99 0.99 0.99 0.03 
Futurity
.83
Fut_3
.41
Fut_4
.91
e3
e4
.61
Fut_2 e2
.78
.64
 
1.02 1 1.02 0.97 1.00 1.00 0.01 
Proactiveness
.40
Pro_1
1.23
Pro_2
e1
e2
1.11
.64
 
a       
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Appendix 3.4 (continued) 
Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Riskiness
.10
Risk_3
.87
Risk_4
.32
e3
e4
.37
Risk_1 e1
.61
.93
 
1.08 1 1.08 0.99 0.99 0.99 0.03 
New Product
Success
.50
NPS_3
.57
NPS_4
.44
NPS_5
.71
e3
e5
e4
.77
NPS_1
.49
NPS_2
e1
e2
.70
.88
.75
.66
 
2.35 5 0.47 0.99 1.00 1.01 0.00 
Market
Perfomance
1.33
MP_1
.35
MP_2
e1
e2
.59
1.15
 
a       
Financial
Performance
.68
FP_3
.64
FP_4
.82
e3
e4
.73
FP_1
.79
FP_2
e1
e2.89
.86
.80
 
0.54 2 0.27 0.99 1.00 1.01 0.00 
Competitive
Intensity
.25
CI_3
.51
CI_4
.48
CI_5
.50 e3
e5
e4
.59
CI_1
.69
CI_2
e1
e2
.83
.76
.71
.70
.08
CI_6 e6
.28
 
6.10 9 0.68 0.98 1.00 1.01 0.00 
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Appendix 3.4 (continued) 
 
Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Market
Turbulence
.07
MT_4
.22
MT_5 e5
e4
.96
MT_1
.61
MT_2
e1
e2
.78
.98
.27
.47
.04
MT_6 e6
.19
 
9.98 5 2.00 0.97 0.97 0.97 0.09 
Technological
Turbulence
.15
TT_3
.62
TT_4
.73
TT_5
.38
e3
e5
e4
.62
TT_1
.53
TT_2
e1
e2
.73
.79
.78
.85
 
8.51 5 1.70 0.97 0.99 0.99 0.08 
Note. aUnidentified one-factor congeneric measurement model. 
 
 
Appendix 3.5 Standardized Coefficients and t-values for Study 1 Constructs 
 
Standardized coefficients and t-values for Competitor Orientation 
Construct Items Standardized 
Coefficients 
t-value 
1: Our salespeople share information within our business concerning 
competitors’ strategies (CoO_1). 
0.84 10.42 
2: We respond to competitive actions that threaten us (CoO_2). 0.86 10.72 
3: We target customers and customer groups where we have, or can 
develop, a competitive advantage (CoO_3). 
0.68 7.90 
4: The top management team regularly discusses competitors’ 
strengths and strategies (CoO_4). 
0.67 7.74 
 
Standardized coefficients and t-values for Learning Orientation 
Construct Items Standardized 
Coefficients 
t-value 
Commitment to Learning   
1: Managers basically agree that our business unit’s ability to learn is 
the key to our competitive advantage (CtL_1). 
0.74 9.06 
2: The basic values of this business unit include learning as key to 
improvement (CtL_2). 
0.87 11.44 
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Appendix 3.5 (continued)   
Construct Items Standardized 
Coefficients 
t-value 
3: The sense around here is that employee learning is an investment, 
not an expense (CtL_3). 
0.85 11.08 
4: Learning in my organization is seen as a key commodity necessary 
to guarantee organizational survival (CtL_4). 
0.86 11.24 
6: The collective wisdom in this enterprise is that once we quit 
learning, we endanger our future (CtL_6). 
0.73 8.82 
Shared Vision   
1: There is a well-expressed concept of who we are and where we are 
going as a business unit (SV_1).  
0.78 8.90 
2: There is a total agreement on our business unit vision across all 
levels, functions, and divisions (SV_2). 
0.85 9.93 
4: Employees view themselves as partners in charting the direction of 
the business unit (SV_4). 
0.65 7.20 
6: We do not have a well-defined vision for the entire business unit 
(SV_6) (-). 
0.51 5.29 
Open-mindedness   
1: We are not afraid to reflect critically on the shared assumptions we 
have about the way we do business (OM_1). 
0.83 9.95 
3: Our business unit places a high value on openmindedness 
(OM_3). 
0.84 10.01 
4: Managers encourage employees to “think outside of the box” 
(OM_4). 
0.70 8.06 
5: An emphasis on constant innovation is not a part of our corporate 
culture (OM_5) (-). 
0.30 3.08 
 
Standardized coefficients and t-values for Technological Orientation 
Construct Items Standardized 
Coefficients 
t-value 
1: Our business unit uses sophisticated technologies in its new 
product development (TO_1). 
0.64 Scalinga 
3: Technological innovation based on research results is readily 
accepted in our organization (TO_3). 
0.94 13.07 
4: Technological innovation is readily accepted in our 
program/project management (TO_4). 
0.90 12.56 
Note. aScaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor 
identification. 
 
Standardized coefficients and t-values for Strategic Behavior 
Construct Items Standardized 
Coefficients 
t-value 
Aggressiveness   
2: We do not mind sacrificing part of the benefit margin if it allows 
us to gain market share (Agg_2). 
0.68 5.80 
3: We try to set prices below competition (Agg_3). 0.53 Scalinga 
4: We are always willing to allocate resources to improve our 
competitive position even if this means reducing transitorily the 
benefits (Agg_4). 
0.74 6.04 
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Construct Items Standardized 
Coefficients 
t-value 
Analysis   
2: The firm has data obtaining and information processing systems 
whose results serve as effective support for decision-making 
(Ana_2). 
0.70 8.05 
3: The decisions relative to complex questions are adopted after a 
thorough analysis of the different variables that affect the situation 
(Ana_3). 
0.92 10.96 
4: The firm has developed medium and long-term strategic planning 
systems that try to guarantee the correct ‘fit’ between market 
conditions and the strategy developed at every moment (Ana_4). 
0.51 5.50 
5: ‘senior’ managers’ (experienced managers) opinions are key 
aspects in the design of the business strategy (Ana_5). 
0.66 7.25 
Defensiveness   
1: Manufacturing technology is modified regularly to gain 
efficiencies in costs (Def_1). 
0.55 5.32 
2: The firm’s main objective is to defend its current position in the 
market (Def_2). 
0.60 5.56 
3: Cost control is the fundamental criterion to evaluate the productive 
system’s results (Def_3). 
0.79 6.88 
4: We resort to the use of quality circles (group meetings with 
employees) to improve efficiency, avoid mistakes and reduce costs 
(Def_4). 
0.27 2.42 
Futurity   
2: Future contingencies/scenarios that may affect the firm’s 
management are regularly put forward to forecast the initiatives 
that will be adopted in each case (Fut_2). 
0.78 Scalinga 
3: We frequently try to develop future evolution forecasts of the 
main parameters that affect the firm’s activity management 
(Fut_3). 
0.91 10.25 
4: The general evolution of the business environment is carefully 
tracked (Fut_4). 
0.64 7.23 
Proactiveness   
1: The firm tries to be the one that establishes ‘the rules of the game 
in the market’, trying to force its competitors to adapt to its 
strategy, instead of being the one that follows the actions set by 
third parties (Pro_1). 
0.64 Scalinga 
2: Our firm is normally the first one to commercialise new products 
(Pro_2). 
1.11 6.20 
Riskiness   
1: The firm is very conservative in decision-making. It prefers not 
taking risky decisions (Risk_1) (-). 
0.61 Scalinga 
3: Action procedures about which there exists previous experience 
are generally followed (Risk_3) (-). 
0.32 3.24 
4: The new projects are approved gradually, as they offer positive 
results (Risk_4) (-). 
0.93 6.13 
Note. aScaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor 
identification. 
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Standardized coefficients and t-values for Firm Performance 
Construct Items Standardized 
Coefficients 
t-value 
New Product Success   
1: New product introduction rate relative to largest competitor 
(NPS_1). 
0.88 11.30 
2: New product success rate relative to largest competitor (NPS_2). 0.70 8.15 
3: Degree of product differentiation (NPS_3). 0.71 8.29 
4: First to market with new applications (NPS_4). 0.75 9.07 
5: New product cycle time (i.e., inception to rollout) relative to 
competition (NPS_5). 
0.66 7.65 
Market Performance   
1: Customer satisfaction (MP_1). 1.15 Scalinga 
2: Delivering value to your customers (MP_2). 0.59 6.08 
Financial Performance   
1: Operating profits (FP_1). 0.86 11.18 
2: Profit to sales ratio (FP_2). 0.89 11.89 
3: Cash flow from operations (FP_3). 0.82 10.55 
4: Return of investment (FP_4). 0.80 10.10 
Note. aScaling denotes standardized factor loadings value of indicator set to 1 to enable latent factor 
identification. 
 
Standardized coefficients and t-values for environmental moderators 
Construct Items Standardized 
Coefficients 
t-value 
Competitive Intensity   
1: Competition in our industry is cutthroat (CI_1).  0.76 9.10 
2: There are many "promotion wars" in our industry (CI_2). 0.83 10.22 
3: Anything that one competitor can offer, others can match readily 
(CI_3). 
0.50 5.35 
4: Price competition is a hallmark of our industry (CI_4). 0.71 8.27 
5: One hears of a new competitive move almost every day (CI_5). 0.70 8.00 
6: Our competitors are relatively weak (CI_6) (-). 0.28 2.81 
Market Turbulence   
1: In our kind of business, customers' product preferences change 
quite a bit over time (MT_1). 
0.98 11.09 
2: Our customers tend to look for new product all the time (MT_2). 0.78 8.66 
4: We are witnessing demand for our products and services from 
customers who never bought them before (MT_4). 
0.27 2.90 
5: New customers tend to have product-related needs that are 
different from those of our existing customers (MT_5). 
0.47 5.06 
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Construct Items Standardized 
Coefficients 
t-value 
6: We cater to many of the same customers that we used to in the 
past (MT_6). 
0.19 2.07 
Technological Turbulence   
1: The technology in our industry is changing rapidly (TT_1). 0.79 9.66 
2: Technological changes provide big opportunities in our industry 
(TT_2). 
0.73 8.55 
3: It is very difficult to forecast where the technology in our industry 
will be in the next 2 to 3 years (TT_3). 
0.38 4.01 
4: A large number of new product ideas have been made possible 
through technological breakthroughs in our industry (TT_4). 
0.78 9.54 
5: Technological developments in our industry are rather minor 
(TT_5) (-). 
0.85 10.79 
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χ
2/df = 17.26, GFI = 0.95, CFI = 0.76, IFI = 0.83, RMSEA = 0.37 
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Appendix 4.1 Participants in both Studies 1 and 2 
Company Name 
Turnover 
04-05 
(AUD$000) 
Turnover 
05-06 
(AUD$000) 
2005 
Growth 
(%) 
2006 
Growth 
(%) 
2005 
Employees 
2006 
Employees 
4 LUNCH 2,201 2,713 100.8 61.0 32 43 
A1 Rubber 2,321 4,605 79.1 75.2 10 16 
Access Testing (formerly 
Access Online)  5,760 8,572 51.7 62.7 42 63 
Aconex 3,771 12,712 147.4 157.1 51 130 
All Clear Offset Printing 2,770 3,904 82.0 87.3 10 13 
Assetivity 1,568 1,874 61.6 33.8 8 9 
Atlassian Software 
Systems 6,347 14,990 427.5 196.7 22 37 
Benthic Geotech 1,584 9,022 218.9 361.9 7 11 
carsales.com.au 13,419 28,542 61.0 64.6 79 123 
destra Corporation 15,600 32,890 73.8 80.2 74 102 
EmailCash Marketing 5,200 8,141 63.8 69.1 22 30 
Ensyst 1,545 3,579 81.0 70.0 9 20 
EverX 4,010 5,183 72.5 56.5 5 7 
Firewall Systems 6,825 13,278 111.2 133.0 11 16 
Group Event Travel 
Holdings 12,941 4,218 101.8 43.2 26 65 
Jenkins Investment 
Management  3,997 4,299 102.1 66.4 10 12 
Kinetic Defence Services 2,915 4,595 115.7 60.9 9 11 
Lloyd Brooks 8,098 13,578 22.0 38.5 8 9 
Logistics & Recruitment 
Support (formerly Edge 
Personnel) 7,419 9,163 58.3 56.8 7 10 
M2 Telecommunications 23,711 33,509 98.8 66.9 70 72 
MacarthurCook 7,800 14,100 62.3 136.4 19 29 
Mobile Messenger 12,028 52,502 331.2 406.8 8 79 
Mortgage Ezy 7,783 10,581 82.0 77.1 37 63 
OSD 3,940 6,485 99.8 124.7 29 52 
PageUp 2,752 3,714 95.9 104.8 28 32 
MultipliCD (formerly 
Paranma) 2,988 3,294 90.1 65.1 6 7 
SecureTel 6,138 14,059 78.1 86.7 8 25 
SitePoint 3,189 4,424 67.5 59.4 12 18 
SMARTSALARY 10,270 14,050 124.6 78.9 73 84 
Solco 9,415 15,550 112.7 128.1 55 36 
Specialised Business 
Solutions 2,077 2,523 25.3 24.8 12 14 
Supply Chain Consulting 32,400 40,340 130.1 65.7 188 183 
Visual Risk 1,953 2,351 93.5 76.7 8 10 
Western Pacific Group 
Holdings  5,789 9,921 86.8 103.1 120 133 
WorkPac 122,291 144,897 55.4 36.0 197 198 
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Appendix 4.2 Study 2 Data Screening Procedures and Results 
 
First, normality was checked graphically through examination of residual plots (expected 
normal probability and detrended normal probability), suggesting no significant 
deviation. Second, multicollinearity was explored through examinations of 
intercorrelations among independent variables. Correlations were an acceptable low-to-
middling (ranging from 0.00 to 0.61) level. Furthermore, collinearity diagnostics were 
used through the analysis of tolerance values. Results of this test found that values range 
from 0.51 to 0.94, indicating that the assumption is not violated.  
 
Examination of outliers found scores to be mostly concentrated in the center, indicating 
no significant presence of outliers (Tabachnick & Fidell, 2001). In addition, 
Mahalandobis distance (D) values (for the present study’s 61 independent variables) 
range from 37.39 and 92.56, which are below the critical value of 99.61 (60 df), 
indicating the present sample has no significant outliers. 
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Appendix 4.3 One-factor Congeneric Models for Study 2 Constructs 
 
Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Competitor Orientation
.33
CoO_1
.66
CoO_2
.29
CoO_3
.55
CoO_4
.58
.81
.54
.74
e1
e3
e2
e4
 
4.44 2 2.22 0.98 0.98 0.98 0.11 
Commitment
to
Learning
.50
CtL_3
.47
CtL_4
.26
CtL_6
.71
e3
e4
e6
.75
CtL_1
.79
CtL_2
e1
e2
.89
.86
.69
.51
 
8.89 5 1.78 0.97 0.98 0.98 0.09 
Shared
Vision
.39
SV_4
.55
SV_5
.33
SV_6
e5
e4
e6
.56
SV_1
.61
SV_2
e1
e2
.78
.75
.63
.74
.58
 
6.35 5 1.27 0.98 0.99 0.99 0.05 
Open-mindedness
.86
OM_4
.08
OM_5
.61
OM_6
e5
e4
e6
.34
OM_1
.20
OM_2
e1
e2
.45
.58
.93
.28
.78
 
5.08 5 1.02 0.98 0.99 0.99 0.01 
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Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Technological
Orientation
.84
TO_1
.91
TO_2
.69
TO_3
.69
TO_4
.92
.95
.83
.83
e1
e3
e2
e4
 
15.78 2 7.89 0.93 0.97 0.97 0.25 
Aggressiveness .11
Agg_3
.29
Agg_4
.33
e3
e4
.05
Agg_1
1.03
Agg_2
e1
e21.01
.22
.53
 
3.03 2 1.51 0.99 0.98 0.98 0.07 
Analysis .57
Ana_3
.14
Ana_5
.76
e3
e5
.48
Ana_1
.32
Ana_2
e1
e2.57
.69
.38
 
5.02 2 2.51 0.98 0.96 0.96 0.12 
Defensiveness .38
Def_3
.12
Def_4
.61
e3
e4
.20
Def_1
.19
Def_2
e1
e2.44
.45
.34
 
1.32 2 0.66 0.97 1.00 1.03 0.00 
Futurity
1.07
Fut_3
.50
Fut_4
1.03
e3
e4
.46
Fut_2 e2
.68
.71
 
0.03 1 0.03 1.00 1.00 1.01 0.00 
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Appendix 4.3 (continued) 
  
Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Proactiveness
.35
Pro_1
1.51
Pro_2
e1
e2
1.23
.59
 
a       
Riskiness .31
Risk_3
.28
Risk_4
.56
e3
e4
.12
Risk_1
.31
Risk_2
e1
e2.56
.34
.53
 
6.54 2 3.27 0.97 0.87 0.88 0.15 
New Product
Success
.18
NPS_3
.61
NPS_4
.47
NPS_5
.42 e3
e5
e4
.59
NPS_1 e1
.77
.78
.69
 
0.87 2 0.43 0.99 1.00 1.01 0.00 
Market
Perfomance
1.39
MP_1
.38
MP_2
e1
e2
.62
1.18
 
a       
Financial
Performance
.70
FP_3
.93
FP_4
.75
FP_5
.84 e3
e5
e4
.60
FP_1 e1
.78
.96
.87
 
5.28 2 2.64 0.98 0.99 0.99 0.12 
Competitive
Intensity
.23
CI_3
.55
CI_4
.42
CI_5
.47
e3
e5
e4
.25
CI_1
.48
CI_2
e1
e2
.69
.50
.74
.64
 
6.69 5 1.34 0.98 0.98 0.99 0.06 
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Construct χ2 df χ2/ 
df 
GFI CFI  IFI RMSEA 
Market
Turbulence
.04
MT_4
.34
MT_5 e5
e4
.73
MT_1
.66
MT_2
e1
e2.81
.85
.20
.58
 
0.26 2 0.13 0.99 1.00 1.02 0.00 
Technological
Turbulence
.65
TT_4 e4
.39
TT_1
.90
TT_2
e1
e2
.95
.62
.80
 
0.62 1 0.62 0.99 1.00 1.00 0.00 
Note. aUnidentified one-factor congeneric measurement model. 
 
Appendix 4.4 Standardized Coefficients and t-values for Study 2 Constructs 
 
Standardized coefficients and t-values for Competitor Orientation 
Construct Items Standardized 
Coefficients 
t-value 
1: Our salespeople share information within our business concerning 
competitors’ strategies (CoO_1). 
0.58 5.85 
2: We respond to competitive actions that threaten us (CoO_2). 0.81 8.55 
3: We target customers and customer groups where we have, or can 
develop, a competitive advantage (CoO_3). 
0.54 5.40 
4: The top management team regularly discusses competitors’ 
strengths and strategies (CoO_4). 
0.74 7.74 
 
Standardized coefficients and t-values for Learning Orientation 
Construct Items Standardized 
Coefficients 
t-value 
Commitment to Learning   
1: Managers basically agree that our business unit’s ability to learn is 
the key to our competitive advantage (CtL_1). 
0.86 10.85 
2: The basic values of this business unit include learning as key to 
improvement (CtL_2). 
0.89 11.36 
3: The sense around here is that employee learning is an investment, 
not an expense (CtL_3). 
0.71 8.13 
4: Learning in my organization is seen as a key commodity necessary 
to guarantee organizational survival (CtL_4). 
0.69 7.77 
6: The collective wisdom in this enterprise is that once we quit 
learning, we endanger our future (CtL_6). 
0.51 5.34 
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Construct Items Standardized 
Coefficients 
t-value 
Shared Vision   
1: There is a well-expressed concept of who we are and where we are 
going as a business unit (SV_1). 
0.75 8.34 
2: There is a total agreement on our business unit vision across all 
levels, functions, and divisions (SV_2). 
0.78 8.78 
4: Employees view themselves as partners in charting the direction of 
the business unit (SV_4). 
0.63 6.66 
5: Top leadership believes in sharing its vision for the business unit 
with the lower levels (SV_5). 
0.74 8.18 
6: We do not have a well-defined vision for the entire business unit. 
(SV_6) (-) 
0.58 6.03 
Open-mindedness   
1: We are not afraid to reflect critically on the shared assumptions we 
have about the way we do business (OM_1). 
0.58 6.16 
2: Managers in this business unit do not want their “view of the 
world” to be questioned (OM_2) (-). 
0.45 4.62 
4: Managers encourage employees to “think outside of the box” 
(OM_4) 
0.93 10.95 
5: An emphasis on constant innovation is not a part of our corporate 
culture (OM_5) (-). 
0.28 2.81 
6: Original ideas are highly valued in this organization (OM_6). 0.78 8.87 
 
Standardized coefficients and t-values for Technological Orientation 
Construct Items Standardized 
Coefficients 
t-value 
1: Our business unit uses sophisticated technologies in its new 
product development (TO_1). 
0.92 12.37 
2: Our new products are always at the state of the art of new 
technologies (TO_2). 
0.95 13.24 
3: Technological innovation based on research results is readily 
accepted in our organization (TO_3). 
0.83 10.52 
4: Technological innovation is readily accepted in our 
program/project management (TO_4). 
0.83 10.56 
 
Standardized coefficients and t-values for Strategic Behavior 
Construct Items Standardized 
Coefficients 
t-value 
Aggressiveness   
1: We are always aware of the new conditions that may turn up in the 
market to react immediately so as not to lose market share with 
respect to our competitors (Agg_1). 
0.22 2.05 
2: We do not mind sacrificing part of the benefit margin if it allows 
us to gain market share (Agg_2). 
1.01 5.17 
3: We try to set prices below competition (Agg_3). 0.33 3.24 
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Construct Items Standardized 
Coefficients 
t-value 
4: We are always willing to allocate resources to improve our 
competitive position even if this means reducing transitorily the 
benefits (Agg_4). 
0.53 3.96 
Analysis   
1: We try to assure an effective communication among all the 
functional areas of the firm (Ana_1). 
0.69 6.26 
2: The firm has data obtaining and information processing systems 
whose results serve as effective support for decision-making 
(Ana_2). 
0.57 5.46 
3: The decisions relative to complex questions are adopted after a 
thorough analysis of the different variables that affect the situation 
(Ana_3). 
0.76 6.85 
5: ‘senior’ managers’ (experienced managers) opinions are key 
aspects in the design of the business strategy (Ana_5). 
0.38 3.48 
Defensiveness   
1: Manufacturing technology is modified regularly to gain 
efficiencies in costs (Def_1). 
0.45 3.17 
2: The firm’s main objective is to defend its current position in the 
market (Def_2). 
0.44 3.30 
3: Cost control is the fundamental criterion to evaluate the productive 
system’s results (Def_3). 
0.61 3.90 
4: We resort to the use of quality circles (group meetings with 
employees) to improve efficiency, avoid mistakes and reduce costs 
(Def_4). 
0.34 2.52 
Futurity   
2: Future contingencies/scenarios that may affect the firm’s 
management are regularly put forward to forecast the initiatives 
that will be adopted in each case (Fut_2). 
0.68 Scaling 
3: We frequently try to develop future evolution forecasts of the 
main parameters that affect the firm’s activity management 
(Fut_3). 
1.03 12.58 
4: The general evolution of the business environment is carefully 
tracked (Fut_4). 
0.71 8.71 
Proactiveness   
1: The firm tries to be the one that establishes ‘the rules of the game 
in the market’, trying to force its competitors to adapt to its 
strategy, instead of being the one that follows the actions set by 
third parties (Pro_1). 
0.59 Scaling 
2: Our firm is normally the first one to commercialise new products 
(Pro_2). 
1.23 6.13 
Riskiness   
1: The firm is very conservative in decision-making. It prefers not 
taking risky decisions (Risk_1) (-). 
0.34 2.56 
2: Those projects where the expected results are certain are the ones 
more often supported (Risk_2) (-). 
0.56 4.09 
3: Action procedures about which there exists previous experience 
are generally followed (Risk_3) (-). 
0.56 4.19 
4: The new projects are approved gradually, as they offer positive 
results (Risk_4) (-). 
0.53 3.81 
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Standardized coefficients and t-values for Firm Performance 
Construct Items Standardized 
Coefficients 
t-value 
New Product Success   
1: New product introduction rate relative to largest competitor 
(NPS_1). 
0.77 8.11 
3: Degree of product differentiation (NPS_1). 0.42 4.08 
4: First to market with new applications (NPS_1). 0.78 8.29 
5: New product cycle time (i.e., inception to rollout) relative to 
competition (NPS_1). 
0.69 7.26 
Market Performance   
1: Customer satisfaction (MP_1). 1.18 Scaling 
2: Delivering value to your customers (MP_2). 0.62 6.42 
Financial Performance   
1: Operating profits (FP_1). 0.78 9.46 
3: Cash flow from operations (FP_3). 0.84 10.54 
4: Return of investment (FP_4). 0.96 13.40 
5: Return on Assets (FP_5). 0.87 11.24 
Standardized coefficients and t-values for Environment 
Construct Items Standardized 
Coefficients 
t-value 
Competitive Intensity   
1: Competition in our industry is cutthroat (CI_1).  0.50 4.83 
2: There are many "promotion wars" in our industry (CI_2). 0.69 6.90 
3: Anything that one competitor can offer, others can match readily 
(CI_3). 
0.47 4.53 
4: Price competition is a hallmark of our industry (CI_4). 0.74 7.47 
5: One hears of a new competitive move almost every day (CI_5). 0.64 6.51 
Market Turbulence   
1: In our kind of business, customers' product preferences change 
quite a bit over time (MT_1). 
0.85 9.51 
2: Our customers tend to look for new product all the time (MT_2). 0.81 8.99 
4: We are witnessing demand for our products and services from 
customers who never bought them before (MT_4). 
0.20 1.98 
5: New customers tend to have product-related needs that are 
different from those of our existing customers (MT_5). 
0.58 6.38 
Technological Turbulence   
1: The technology in our industry is changing rapidly (TT_1). 0.62 Scaling 
2: Technological changes provide big opportunities in our industry 
(TT_2). 
0.95 11.58 
4: A large number of new product ideas have been made possible 
through technological breakthroughs in our industry (TT_4). 
0.80 9.97 
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.56
.25
.45
.43
.19
.41
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-6.99
.57
.95
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.31
.26
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-2.41
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.32
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.15
.33
.67
.38
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-2.47
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-4.05
-.08
.11
7.10
.34 3.35
.14
35.23
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.00
.00
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.23
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.00
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.01
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-.01
-.04
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.08
.00
.09
-.01
.07
.09
.08
-.01
.00
.83
e3
.38
e2
.51
e1
1
.23
.89
-4.52
-.09
1
1
 
 
χ
2/df = 6.03, GFI = 0.98, CFI = 0.88, IFI = 0.93, RMSEA = 0.216 
 
